CHICAGO AND TRANSPORTATION COMPANY

LAW DEPARTMENT

4-195A006

(312Y 55928687
July 13, 1989
| VIA MESSENGER - 1642&'“
s Ms. Noreta McGee, Secretary
- Interstate Commerce Commission JUL 141989 -1 15 AM
' 12th St. & Constitution Avenue, N.W.
Washington, D.C. 20423 INTERSTATE COMMEACE COMMISSION

Re: Lease Agreement dated as of July 14, 1989
between Chicago and North Western Transportation
Company, Lessee and Chase Manhattan Service
Corporation, Lessor, covering 30 General Electric
Model Dash 8-40C 4000HP Diesel Electric
Locomotives - Law Dept. File No. C-17524

Dear Ms. McGee:

. Pursuant to Section 11303 of the Interstate Commerce
Act, enclosed for recordation are three originals of the
above-referenced Lease Agreement dated as of July 14, 1989.

The names and addresses of the parties to the transactions
. .are as follows:

s

Chicago and North Western Transportation Company&ﬁ“bgfbb
165 North Canal Street ' 3
One Northwestern Center
Chicago, Illinois 60606

\QQ ) and

C:%P ' Chase Manhattan Service Corporation fgb““JAJ

|

: ol 3010
t

168, Kl 40 |

iy

e

South 61 Paramus Road
Paramus, New Jersey 07652

- Enclosed is our check for $13.00 to cover applicable
recording fees. Please assign a sequential recordation number
and retain one original for Interstate Commerce Commission files
and return the remaining counterparts each showing applicable
recordation information to me as soon as practicable. .

. Sincerely,

- / MACK H. SHUMATE, JR.
General Attorney

MHS/ fpd /
Enclosures

ONE NORTH WESTERN CENTER / CHICAGO. ILLINOIS 60606
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Ms. Noreta McGee
July 13, 1989
Page 2

ce: G. W. Carroll
J. G. Marski
D. E. Waller
R. S. Morgan
Arthur Andersen & Co,
Attn: Joe Adams



Fnterstate Commeree Commigsion

Washington, PB.C. 20423 7/14/89

OFFICE OF THE SECRETARY

Mack H. Shumate,Jr.
General Attorney

Chicago,& Northwestern Transp. Co.
One North Western Center
Chicago,Illinois 60606

Dear: Sir:
The enclosed document(s) was reccrded pursuant to the
provisions of Section 11303 of the Interstate Commerce Act,

49 U.S.C. 11303, on 7/14/89 . 11:15am

and assigned recordation number(s). 16428

Sincerely yours,

Nt € /)1 e

Noreta R. McGee
Secretary

Enclosure(s)
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{NTERSTATE COMMERCE COMMISSION

LEASE AGREEMENT

Dated as of July 14, 1989

Between
CHASE MANHATTAN SERVICE CORPORATION,
Léssor
and

CHICAGO AND NORTH WESTERN
TRANSPORTATION COMPANY,

Lessee
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LEASE AGREEMENT

This LEASE AGREEMENT, dated as of July 14, 1989,
between CHASE MANHATTAN SERVICE CORPORATION, a New York
corporation, (herein, together with its successors and assigns,
called "Lessor"), and CHICAGO AND NORTH WESTERN TRANSPORTATION
COMPANY, a Delaware corporation (herein, .together with its
successors and assigns, called "Lessee").

WITNESSETH:

WHEREAS, Lessor wishes to lease the Units (as defined
below) to Lessee, and Lessee wishes to lease the Units from
Lessor, all on the terms and conditions set forth herein;

NOW, THEREFORE, in consideration of the premises and
the mutual covenants and agreements set forth herein, Lessor and
Lessee hereby agree as follows:

1. DEFINITIONS.

1.1. General. Unless the context shall otherwise
require, the following terms shall have the following meanings
for all purposes of this Lease;

" iliate" shall mean, with respect to any Person,
any other Person controlling, controlled by, or under
common control with such Person.

"After-tax Basis" shall mean, with respect to any
payment received or deemed to have been received by any
Person, the amount of such payment supplemented by a
further payment to that Person so that the sum of the
two payments shall, after deduction of all taxes and
other charges (taking into account any credits, to the
extent Lessor determines in good faith such credits
were used against a liability against tax, or
deductions arising therefrom and the timing thereof)
resulting from the receipt, actual or constructive, or
accrual of such two payments imposed by any Taxing
Authority, be equal to such payment received or deemed
to have been received. In determining whether credits
were used, Lessor shall treat all leasing transactions
that generate credits on a consistent basis.

"Applicable Storage Period" shall mean 90 days, except

that if this Lease is terminated pursuant to Section
15.1, the Applicable Storage Period shall not be
limited to 90 days but shall be for a period
continuing until Lessor shall have leased, sold or
otherwise disposed of the Units.
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"Applicable Term" shall mean with respect to any Unit,
the Basic Term with respect to such Unit and the
Renewal Term, if applicable to such Unit, but excluding
any period after the date on which the Lease is ter-
minated with respect to such Unit.

"Appraisal Procedure" shall mean the following

procedure for determining the Fair Market Rental Value
or the Fair Market Sales Value of any property: If
either party hereto shall have given written notice to
the other requesting determination of such value by the
Appraisal Procedure, the parties shall consult for the
purpose of appointing one qualified independent
appraiser by mutual agreement. 1If no such appraiser
shall be so appointed within fifteen days after such
notice shall have been given, each party shall appoint
an independent appraiser (which shall not be a
manufacturer of such property) within twenty-five days
after such notice shall have been given, and the two
appraisers so appointed shall, within thirty days after
such notice shall have been given, appoint a third
independent appraiser (which shall not be a ,
manufacturer of such property). If no such third
appraiser shall be so appointed within thirty days
after such notice shall have been given, either party-
may apply to the American Arbitration Association (or
any successor thereto) for the appocintment of an
appraiser in the City of New York or such other city as
shall be agreed upon by the parties, and both parties
shall be bound by any appointment made by such
Association. Each appraiser appointed pursuant to the
foregoing procedure shall be instructed to determine
the Fair Market Rental Value or the Fair Market Sales
Value (as the case may be) of the property in question
within thirty days after his appointment. 1If the
parties shall have appointed a single appraiser, his
determination of value shall be final and binding. I1f
three appraisers shall have been appointed as herein-
above set forth, the values determined by the three
appraisers shall be averaged, the determination which
shall differ most from such average shall be dis-
regarded, the remaining two determinations shall be
averaged and such average shall be final and binding.

"Basic Lease Percentage", as applied to any Unit,

shall mean the applicable percentage with respect to
each semi-annual period .of the Basic Term, as set forth
in Schedule 1 hereto.

"Basic Rent" shall mean the rent determined pursuant
to Section 3.2 hereof.

-2
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"Basic Term" shall mean, with respect to any Unit, the
period commencing with January 2, 1990 (the "Basic Term
Commencement Date") and ending on the earlier of (i)
January 2, 2008, or (ii) the date this Lease is
terminated with respect to such Unit as provided
herein.

"Basic Term Commencement Date" shall have the meaning
attributed thereto in the definition of "Basic Term".

" i s " shall mean any day other than (i) a
Saturday or Sunday and (ii) a day on which banking
institutions in the State of Illinois or New York shall
be permitted or required by law or executive order to
be closed.

"Certificate of Acceptance" shall have the meaning set

forth in Section 2.3 hereof.

"Closing Date" shall have the meaning set forth in
Section 2.2 hereof.

"Code" shall mean the Internal Revenue Code of 1986,

as amendedi

"Default Rate" shall mean, as applied to any portion of
Rent, a per annum rate equal to 2% in excess of the
Prime Rate.

"Delivery Date" shall mean the date on which any Unit
is accepted by the Lessee as contemplated by Section
2.3 hereof.

"Event ogigefault" shall have the meaning set forth in
Section 14 hereof.

"Event of Loss" shall mean, with respect to any Unit,
any of the following events or conditions: (i) an
event that results in an insurance settlement on the
basis of an actual, constructive or compromised total
loss of such Unit; (ii) the loss of use of such Unit
for a period of 60 days or more due to destruction of
or damage to such Unit to an extent which shall render
repair impracticable or uneconomical; (iii) the theft
or disappearance of such Unit for a period in excess of
180 days; (iv) the condemnation, confiscation,
requisition or seizure of or taking of title to or use
of, such Unit by a foreign government for a period of
more than 180 days or by the United States Government
for a period extending beyond the Applicable Term of
such Unit; or (v) in the reasonable opinion of the

-3-
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Lessee, such Unit shall be deemed to be irreparably
worn out from any cause whatsoever.

"Expenses" shall have the meaning set forth in Section
13 hereof.

"Fair Market Rental Value" shall mean the rental for
the number of Units in question that would be agreed

to in an arm's-length transaction between an informed
and willing lessee (other than a lessee currently in
possession) and an informed and willing lessor under no
compulsion to sell or lease.

"Fair Market Sales Value" shall mean the purchase price
for the number of Units in question that would be

agreed to in an arm's-length transaction between an
informed and willing lessee (other than a lessee
currently in possession) and an informed and willing
lessor under no compulsion to sell or lease.

"First Closing Date" shall have the meaning set forth
in Section 2.2 hereof.

"Imposition" shall have the meaning set forth in
Section 12 hereof.

"Indemnification Agreement" shall mean the Tax

Indemnification Agreement dated as of the date hereof
between Lessor and Lessee providing for an
indemnification with respect to certain tax matters.

"Indemnified Party" shall have the meaning set forth in
Section 13 hereof.

"Indemnitee" shall have the meaning set forth in
Section 12 hereof.

"Interim Term" shall mean, with respect to any Unit,
the period commencing on the Delivery Date for such
Unit and ending on the day immediately preceding the
Basic Term Commencement Date.

"this Lease" shall mean this Lease Agreement as
originally executed and delivered, and as it may from
time to time be amended or supplemented.

"Lease Payment Date" shall mean July 2, 1990 and each
January 2 and July 2 occurring thereafter during the
Applicable Term.
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"Lesgee"‘shall have the meaning set forth in the,
Preamble hereto. .

"Lessor" shall have the meaning set forth in the
Preamble hereto. '

" or' iens" shall mean any Liens which result from
claims against Lessor not related or connected to the
ownership, leasing, use or operation of any of the
Units, its status as Lessor under this Lease, but
including, however, all Liens in respect of income
taxes payable by Lessor arising out of receipt of
rentals and other payments under this Lease and other
proceeds from the Units and all other taxes arising as
aforesaid to the extent that Lessee is not obligated to
discharge the same under this Lease.

"Lien" shall mean any interest in property securing an:
obligation owed to, or a claim by, any Person other
than the owner of the property, whether such interest
shall be based on the common law, statute, contract or
conveyance, including, without limitation, the security
interest or lien arising from a mortgage, encumbrance,
pledge, conditional sale or trust receipt, or from a
lease, consignment or bailment for security purposes,
and reservations, exceptions, easements, covenants,
conditions, restrictions, leases and other title
exceptions and encumbrances affecting property.

"Manufacturer" shall mean General Electric Company.

"Net Economic Return" shall mean Lessor's (a) net
after-tax economic yield and (b) aggregate after-tax
cash flows, 'each as computed in accordance with the
assumptions set forth in Exhibit B hereto, the Tax
Assumptions in Section 2 of the Indemnification
Agreement and using the multiple investment sinking
fund method.

"Operative Documents" shall mean, collectively, the
Purchase Agreement Assignment, this Lease and the
Indemnification Agreement.

"Part" shall ‘have the meaning set forth in Section 9.1
hereof.

"Person" shall mean and include an individual, a

~corporation, a partnership, an association, a joint-

stock company, a trust, any unincorporated
organization or a government or political subdivision
thereof.
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"Prime Rate" shall mean, for any day, the prime
commercial lending rate of interest from time to time
announced by The Chase Manhattan Bank (National
Association) at its principal office in New York, New
York.

"Purchase Adreement" shall mean the purchase agreement
dated January 27, 1989 between Lessee and the
Manufacturer for the manufacture and sale by the
Manufacturer to Lessee of thirty General Electric
Model Dash 8-40C 4000 HP diesel electric locomotives.

"Purchase Adreement Assianment" shall mean the

Purchase Agreement Assignment dated as of July 14,
1989 between Lessee, as Assignor, and Lessor, as
Assignee, relating to the Purchase Agreement.

"Purchase Percentage", as applied to all Units, shall
mean 58Y.

"Purchase Price" shall mean the purchase price payable
to the Manufacturer with respect to any Unit pursuant
to the Purchase Agreement, and shall include
transportation costs and any applicable excise tax or
sales tax and any other charges or carrying costs paid
on or prior to the Closing Date for such Unit.

"Removable Voluntary Addition" shall have the meaning

set forth in Section 9.3 hereof.

"Renewal Rent" shall have the meaning set forth in
Schedule 1 hereto.

"Renewal Term" éhallimean, with respect to all Units,
the period for which this Lease is renewed with respect
to such Unit pursuant to Section 18.1 hereof.

"Rent" shall mean and include all Basic Rent and
Supplemental Rent.

"Required Alterations" shall have the meaning set forth
in Section 9.2 hereof.

"Responsible Officer" shall mean any officer of Lessee
who, with respect to the subject matter of any
covenant, agreement or obligation contained in this
Lease, in the normal performance of his operational
responsibilities does or should have knowledge of such
matter and the requirements of this Lease with respect
thereto.

"Stipulated Loss Value" for any Unit, as of the Basic

-6-
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Term Commencement Date and any Lease Payment Date,
shall mean an amount egqual to the percentage specified
in Schedule 2 hereto applicable to the Basic Term
Commencement Date or such Lease Payment Date of the
Purchase Price of such Unit. During any Renewal Term,
Stipulated Loss Value shall be determined as provided
in Section 18.1 hereof.

"Supplemental Rent" shall mean all amounts other than
Basic Rent payable by Lessee hereunder, whether or not
designated as Supplemental Rent in any particular
provision hereof.

"Taxing Authority" shall mean any authority that
asserts power to impose tax, including any Federal,
state or local government or other taxing authority in
the United States, any foreign government or taxing
authority thereof or any taxing authority of any
territory or possession of the United States or any
such international authority.

"Transaction Expenses" shall mean all costs and
expenses of negotiating and preparing the Operative
Documents and other documents or instruments relating
thereto and of negotiating, documenting and closing the
transactions contemplated hereby and thereby, including
without limitation printing and reproduction costs,
accounting, appraisal or other fees and the legal fees
and disbursements of counsel to Lessor.

"Unit" shall mean and include each of (and "Units"
shall mean all of) the 30 new General Electric Model
Dash 8-40C 4000 HP diesel electric locomotives
purchased or to be purchased under the Purchase
Agreement as set forth in Schedule 3 hereto.
"Yoluntary Additions" shall have the meaning set forth
in Section 9.3 hereof.

1.2. Construction of References. The terms defined in
this Lease shall, for purposes of this Lease, all Exhibits to
this Lease or any other Operative Document and any certificates,
instruments, documents or agreements executed in connection with
this Lease or the other Operative Documents, have the meanings
assigned to them and shall include the plural as well as the
singular. All references in this Lease to designated Sections
and other subdivisions are to the designated Sections and other
subdivisions of this Lease, and the words "herein," "hereof," and
"hereunder" and other words of similar import refer to this
Lease as a whole and not to any particular Section or other
subdivision. Except as otherwise indicated, all the agreements
or instruments herein defined shall mean such agreements or

-7-
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instruments as the same may from time to time be supplemented or
amended or the terms thereof waived or modified to the extent
permitted by, and in accordance with, the terms thereof.

2. PURCHASE, ACCEPTANCE AND LEASE OF UNITS. The
following provisions shall govern the purchase, acceptance and
lease of the Units:

2.1. e o Lea ire. Subject to all the
terms and conditions of this Lease, Lessor hereby agrees to
purchase each Unit from the Manufacturer pursuant to the Purchase
Agreement Assignment and to lease such Unit to Lessee hereunder,
and Lessee hereby agrees to lease such Unit from Lessor on the
terms set forth herein. This Lease shall constitute a separate
lease of each Unit subject hereto, in each case for the Interim
Term and the Applicable Term with respect to the Unit in
question.

2.2. Closing Dates. The first Closing Date shall be
the date 10 Business Days after the Delivery Date by which at
least 15 Units shall have been delivered and the second Closing
Date shall be the date 10 Business Days after the Delivery Date
by which the remaining Units shall have been delivered or such
other dates as the Manufacturer and Lessor may agree upon all in
accordance with the terms of the Purchase Agreement. Lessee will
require the Manufacturer to give Lessor, at least three Business
Days prior to each Closing Date, written or telefacsimile notice
of the amount of the funds to be provided by Lessor on such
Closing Date in respect of the Units for which settlement is to
be made on such Closing Date.

2.3. Inspection_and Acceptance. Lessee will inspect

each Unit being tendered by the Manufacturer that Lessor desires
to purchase from the Manufacturer and to lease to Lessee
pursuant to this Lease, and, if such Unit is found to be in good
order and in compliance with the Purchase Agreement, Lessee will
accept delivery of such Unit on behalf of Lessor as Lessor's
agent and will execute a Certificate of Acceptance (the
"Certificate of Acceptance") on behalf of Lessor as Lessor's
agent in the form attached as Exhibit A hereto with respect to
such Unit. The Delivery Date for each Unit shall not be a date
later than November 30, 1989. Promptly after the execution of a
Certificate of Acceptance and in any event on or before the
Closing Date for such Unit, Lessee will deliver such Certificate
of Acceptance to Lessor.

2.4. Certificate of Acceptance. Lessee's execution
and delivery of a Certificate of Acceptance with respect to each
Unit pursuant to Section 2.3 hereof shall conclusively establish
that, as between Lessor and Lessee, but without limiting or
otherwise affecting Lessee's or Lessor's rights, if any, against
the Manufacturer, such Unit is acceptable to and accepted by

-8-
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Lessee under this Lease and is subject to the limitations of
Section 4.1 hereof notwithstanding any defect with respect to
design, manufacture, condition or in any other respect, and that
such Unit is in good order and condition and appears to conform
to the specifications applicable thereto and to all applicable
governmental requirements and specifications.

2.5. Use by Lessee. 1If (i) no Event of Default shall
have occurred and be continuing and (ii) this Lease shall not
have been previously terminated with respect thereto or have
expired, Lessee shall, subject to all of the terms and conditions’
of this Lease, be entitled to the possession and use of each Unit

"accepted and delivered under this Lease.

2.6. Conditions Precedent. It shall be a condition
precedent to the purchase and lease by Lessor of each Unit
hereunder that on the Closing Date for such Unit (i) all
representations and warranties of Lessee hereunder are true and
correct on and as of such Closing Date, (ii) no Event of Default
or event which with notice or lapse of time or both would
constitute an Event of Default has occurred and is continuing on
such date, (iii) Lessee shall have executed and delivered each

"Operative Document and the Certificate of Acceptance with respect

to such Unit, (iv) this Lease showing such Unit is subject to
this Lease shall have been duly filed and recorded with the
Interstate Commerce Commission and (v) Lessor shall have received
certificates and legal opinions with respect to the foregoing,
all in form and substance satisfactory to Lessor.

3. RENT. Rent under this Lease shall be paid in
accordance with the following provisions:

3.1. 1Interim Rent. No Rent shall be payable by Lessee
for the Interim Term for each Unit. .

3.2. Basic Rent. Lessee hereby agrees to pay to
Lessor with respect to each Unit then subject to this Lease, in
immediately available funds, Basic Rent during the Applicable
Term in consecutive semi-annual installments, in arrears, on July
2, 1990 and on each Lease Payment Date thereafter (including any
Lease Payment Date on which the Stipulated Loss Value is to be
paid in accordance with the provisions of this Lease) to and
including the Lease Payment Date that is the last day of the
Applicable Term. Each such installment of Basic Rent payable
during the Basic Term shall be in an amount equal to the Basic
Lease Percentage for the semi-annual period of the Basic Term .
covered by such installment multiplied by the Purchase Price for
such Unit and shall accrue ratably during such semiannual period.
Each such installment of Basic Rent payable during any Renewal
Term shall be in the amount determined pursuant to Section 18
hereof.
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3.3. enta nt. Lessee hereby agrees to pay
to Lessor, or to any other Person who shall be entitled thereto
as provided herein, any and all Supplemental Rent promptly as the
same shall become due and owing, and in the event of any failure
on the part of Lessee so to pay any Supplemental Rent, Lessor
shall have all rights, powers, privileges and remedies provided
for herein or by law or equity or otherwise in the case of
nonpayment of other kinds of Rent. Lessee will pay to Lessor,
upon demand, as Supplemental Rent, to the extent not prohibited
by applicable law, interest at the Default Rate on any part or
installment of Rent not paid when due for any period for which
the same shall be overdue, and will pay upon demand, to the
extent not prohibited by applicable law, interest at the Default
Rate on any part of any payment of Supplemental Rent other than
(i) such interest on delinquent payments, (ii) any payment of
Supplemental Rent as to which interest to the date of payment is
expressly provided for elsewhere in this Lease and (iii) any
payment of Supplemental Rent required by this Lease to be made to
any governmental authority (any interest on, or penalty in
respect of, payments to any governmental authority required to be
made by Lessee under this Lease being payable by Lessee to such
governmental authority as Supplemental Rent) due hereunder and
not paid when due for any period for which the same shall be
overdue, such payment to be made to the Person to receive the
overdue Supplemental Rent in respect of which such interest is to
be paid. ‘ '

3.4. Adjustments. If (i) the Closing Dates, the Basic
Term Commencement Date or the Purchase Price for each Unit are
not in accordance with the assumptions set forth in Exhibit B
hereto; (ii) the Transaction Expenses are not equal to 1% of the
Purchase Price; or (iii) any of the Tax Assumptions set forth in
Section 2 of the Indemnification Agreement are no longer valid
with respect to any Unit as of the Closing Date for such Unit due
to a change in the Code, including a technical corrections act,
or the Treasury Regulations (including proposed regulations), or
any decisions by a court or any ruling or other announcement by
the Internal Revenue Service, which are enacted, issued,
proposed, decided or announced prior to the Closing Date for such
Unit, the amounts of Basic Rent and Stipulated Loss Values with
respect to such Unit or Units shall be adjusted by such amounts
as necessary to preserve Lessor's Net Economic Return while
minimizing the net present value of the Basic Rent payments,
determined in a manner consistent with, and utilizing the same
methodology and assumptions as were utilized in the initial
determination of the Basic Rent and Stipulated Loss Values. The
Basic Rent and Stipulated Loss Values shall also be adjusted to
the extent required by Section 5 or Section 8 of the ’
Indemnification Agreement. The amount of all adjustments
contemplated by this Section 3.4 shall be determined by Lessor in
good faith and specified by notice to Lessee. Lessee shall have
the right, upon. demand, to have a firm of any of the eight

-10-



o

| &

largest U.S. independent public accountants selected by Lessee
and approved by Lessor, which approval shall not be unreasonably
withheld, review. any calculations made by Lessor to determine the
consistency and reasonableness of the methods and the assumptions
used in such calculations with those used by Lessor in originally
evaluating this transaction and the accuracy of such computations
based on such methods and assumptions; provided that such firm
shall keep such methods and assumptions confidential. Lessee
shall be responsible for the costs of such verification unless
the verification results in a redetermination of the adjusted
Basic Rent payments that reduces the net present value of the
Basic Rent payments by 20 or more basis points below the net

‘present value of the adjusted Basic Rent payments as determined

by Lessor. Any adjustment of Basic Rent pursuant to this Section
3.4 shall satisfy the requirements of Sections 4.07(1) and (2)
and Section 4.08(1).of Revenue Procedure 75-28 and shall be made
in a manner that shall not result in an application of the
"constant rental accrual method" of Section 467 of the Code or
any Treasury Regulations thereunder (including proposed
regulations) to the payments of Basic Rent, as so adjusted.

3.5. Place of Payment. All payments of Rent hereunder

shall be paid to Lessor at South 61 Paramus Road, Paramus, New

Jersey 07652, Attention: Vice President-Operations-CLSG or in
accordance with such .other instructions as Lessor may specify by
written notice to Lessee (Attention: Vice President-Finance).

4. REPRESENTATIONS AND WARRANTIES; NET LEASE; NO
OFFSET, ETC.

4.1 Lessor's Disclaimer of Warranties. LESSOR, SHALL
NOT BE DEEMED TO HAVE MADE OR GIVEN, AND LESSOR HEREBY EXPRESSLY

DISCLAIMS, ANY REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, AS
TO THE VALUE, TITLE, MERCHANTABILITY, COMPLIANCE WITH
SPECIFICATIONS, CONDITION, SAFETY, DESIGN, OPERATION OR FITNESS
FOR ANY PARTICULAR OR GENERAL USE OF, OR AS TO THE QUALITY OF

THE MATERIAL, EQUIPMENT OR WORKMANSHIP IN, THE UNITS OR ANY
PORTION THEREOF, OR ANY OTHER REPRESENTATION OR WARRANTY
WHATSOEVER, EXPRESS OR IMPLIED, WITH RESPECT TO THE UNITS OR ANY
PORTION THEREOF (EITHER UPON THE DELIVERY THEREOF TO LESSEE, UPON
THE TRANSFER OF TITLE THERETO TO LESSEE PURSUANT TO ANY PROVISION
HEREOF, OR OTHERWISE), it being intended, understood and agreed
that, the Units were selected by Lessee on the basis of its own
judgment and that except as explicitly provided herein, all

risks incident to the Units and the ownership and leasing of the
Units as provided herein, as between Lessor and Lessee, are to be
borne by Lessee. The provisions of this Section 4.1 have been
specifically negotiated as a basis of the bargain contained in
this Lease, and, except to the extent otherwise explicitly
stated, the foregoing provisions are intended, understood,
acknowledged and agreed to be a complete exclusion and negation
of any warranties by Lessor, express or implied, with respect to
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the Units, whether arising under the Uniform Commercial Code or
any similar law now or hereafter in effect, or otherwise.

4.2. 's tati a ies. Lessee
represents and warrants to Lessor on and as of the date hereof
and each Closing Date as follows:

A. [o) Organizati ocatio er a
Authority. Lessee is a corporation duly organized, validly
existing and in good standing under the laws of the State of
Delaware; Lessee's place of business is 165 North Canal Street,
Chicago, Illinois 60606, where Lessee maintains its records with
respect to the Units and this Lease; Lessee has all requisite
power and authority to own and operate its properties and to
carry on its business as now conducted and to execute, deliver
and perform each Operative Document, and has all material
licenses and permits necessary to own and operate its properties
and carry on its business as now conducted and as presently
proposed to be conducted; and Lessee is gualified and is
authorized to do business and is in good standing as a foreign
corporation in each jurisdiction in which such qualification is
required.

. B. Valid Agreements. Each Operative Document has been
duly authorized, executed and delivered by Lessee and
constitutes the legal, valid and binding obligation of Lessee,
enforceable in accordance with its terms.

C. Einancjial Statements: Disclosures: Pe
Litigation. Lessee has furnished to Lessor Lessee's Annual
Report on Form 10-K for the year ended December 31, 1988 and its
quarterly report filed on Form 10-Q for the period ending March
31, 1989 (collectively referred to as the "Reports").

(a) Except as set forth in the Confidential -
Information Memorandum dated June 1989 provided by
Blackstone Captial Partners L.P. with respect to the
acquisition of CNW Corporation by Chicago and North Western
Acquisition Corp., there is no fact which Lessee has not
disclosed in the Reports which materially affects adversely
or, so far as Lessee can now foresee, could materially
affect adversely the properties, business or condition
(financial or otherwise) of Lessee or the right or ability
of Lessee to perform its respective obligations under the
Operative Documents, and no information, exhibit, memorandum
or report (including each Report) furnished by Lessee or on
its behalf to any party in connection with the negotiation
of this financing contained any material misstatement of
fact or omitted to state a material fact or any fact
necessary to make the statements contained therein not
misleading. From March 31, 1989 to the date hereof, there
has not occurred any material adverse change in the

o
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management, operations, business, property, earnings,
assets or condition (financial or otherwise) of Lessee from
that reflected in the Reports.

(b) The financial statements contained in the Reports
were prepared in accordance with generally accepted
accounting principles and policies applied on a basis
consistent in each case with that of the preceding
corresponding periods, and are correct and complete
(subject in the case of interim financial statements to
normal year-end audit adjustments), and said financial
statements, with the notes and schedules thereto, present
‘fairly the financial position of Lessee as of the
respective dates thereof.

(c) Except as disclosed in the Reports and a letter
dated July 14, 1989 to Lessor, there is not pending or, so
far as is known to Lessee, threatened, any action, suit or
proceeding against or affecting Lessee or any subsidiary
thereof before any court, agency, body, board, commission,
governmental instrumentality or other tribunal which has a
reasonable possibility of materially adversely affecting the
financial condition of Lessee, or the ability of Lessee to
carry on its business or to perform its obligations under
the Operative Documents. Lessee is not (a) in default under
any provision of any indenture, mortgage, capitalized lease,
lease of equipment with an initial term of more than three
years, deed of trust, conditional sales agreement or other
evidence of debt, which default has caused or could cause
the acceleration of the obligation evidenced therein, (b) in
violation of any provision of any law, rule, regulation,

- decree, ruling, judgment, order or injunction applicable to
it, which violation materially adversely affects or will
materially adversely affect the ability of Lessee to carry
on its business or to perform its obligations under the
Operative Documents, or (c) in violation of its Charter or
By-laws.

D. No Conflict with Charter, Etc. Neither the

execution and delivery by Lessee of the Operative Documents, nor
the compliance by Lessee with all of the provisions of said
instruments does or will violate any provisions of any law or any
order of any court or governmental authority or agency or does or
will conflict with or result in any breach of any of the terms,
conditions or provisions of, or constitute a default under the
Charter or By-laws of Lessee or any indenture, mortgage,
conditional sale, loan or credit agreement or other instrument to
which Lessee is a party or by which it may be bound or result in
the imposition of any Liens on any property of Lessee.

E. No Existing Defaults Under this Lease. No Event of

Default has occurred and is continuing and no event or condition
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which, after the giving of notice or the passage of time or
both, would constitute such an Event of Default has occurred and
is continuing.

F. Governmental Approvals. No consent, approval or

authorization of any governmental authority is required on the
part of Lessee in connection with the execution, delivery and
performance of any Operative Document, and Lessee has complied
with all applicable provisions of law requiring the designation,
declaration, filing, registration and/or qualification with any
governmental authority in connection with the execution and
delivery of said instruments.

G. Title. No Lien of any nature whatsoever which now
covers or affects any property or interest therein of Lessee,
now attaches or hereafter will attach to any Unit or any sublease
or in any manner affects or will affect adversely the right,
title and interest of Lessor, except this Lease and any Liens
permitted under Section 5 hereof.

H. Insurance. The Units are covered by the insurance
required by Section 10 hereof and all premiums due on or prlor to
the date hereof in respect of such insurance have been pa1d in
full.

I. Taxes. Lessee has filed all federal and state
income tax returns which, to its knowledge, are required to be
filed, and has paid all taxes as shown on said returns and all
assessments received by it to the extent that such taxes have
become due, other than taxes the validity of which is being
contested in good faith by appropriate proceedings and with
respect to which Lessee shall have set aside on its books
adequate reserves or taxes the aggregate amount of which is not
significant. .

J. estment Company Act olding Company Act t
Lessee is not subject to regulation under the Investment Company
Act of 1940, as amended, and is not a "holding company" or a
"subsidiary" or "affiliate" of a "Holding Company" within the
meaning of the Public Utility Holding Company Act of 1935, as
amended.

K. "Railroad. Lessee is a common carrier by railroad
for purposes of the Interstate Commerce Act, 49 U.S.C. §l1 et geq.
and for Section 1168 of the Federal Bankruptcy Code, 11 U.S.C. §
1168.

4.3. Net Lease. This Lease is a net lease, and it is
intended, understood, acknowledged and agreed that Lessee will
pay all costs, charges, fees, assessments, expenses and taxes of
every character, whether foreseen or unforeseen, ordinary or
extraordinary, in connection with the manufacture, construction,
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installation, delivery, ownership, lease, transportation, use,
operation, maintenance, repair, service, insurance, replacement,
restoration, renewal, improvement and return of the Units other
than amounts spec1f1cally excluded by the provisions of Sections
12 and 13 hereof.

4.4. No Offset, Etc,. The Rent which Lessee is or
shall be obligated to pay shall be paid without notice or demand,
and shall not be affected by any circumstances (except payment or
as otherwise expressly provided in Section 11.1 hereof),
including, without limitation, (i) any set-off, counterclaim,
recoupment, abatement, suspension, deduction or defense or other
‘right, power, privilege, remedy or immunity which Lessee may have
against or in respect of Lessor, the Manufacturer or any other
Person for any reason whatsoever, (ii) any defect in the title,
merchantability, compliance with specifications, condition,
design, operation or fitness for use of, or any damage to or loss
of possession or use or destruction of, any or all of the Units
or any portion thereof, from whatsoever cause, including, without
limitation, confiscation, requisition or other taking by any
governmental authority, any person acting under governmental
.authority, any Liens with respect to any of the Units or
otherwise, (iii) any failure to commence, or interruption or
cessation in, the use, possession or operation by Lessee of any
or all of the Units or any portion thereof by reason of the
action of any public or private Person, whether by eviction by
paramount title or for any other reason whatsoever, (iv) any
bankruptcy, insolvency, reorganization, arrangement, composition,
readjustment, liquidation, dissolution or other proceeding by or
against Lessor, (v) the prohibition of or other restriction
against Lessee's use of all or any of the Units, the interference
with such use by any Person or the invalidity, illegality or
unenforceability of any provision of the Operative Documents or
any other infirmity hereunder or thereunder, or any lack of
power or authority of Lessor or any other Person to enter into,
or perform in accordance with the terms of the Operative
Documents, (vi) any sublease, or (vii) any other circumstances or
happening whatsoever, whether or not similar to any of the
foregoing, it being the intention, understanding and agreement of
the parties hereto, and the basis of the bargain, that the
obligations of Lessee hereunder shall be absolute and
unconditional, shall be separate and independent covenants and
agreements and shall continue unaffected unless and until the
requirement to pay or perform the same shall have been
terminated pursuant to an express provision of this Lease;
‘provided, however, that nothing in this Section 4.4 shall be
construed to prevent Lessee from exercising any rights which
Lessee may have against any Person in an independent proceeding.

5. LIENS.

Lessee will not, directly or indirectly, create, incur,
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assume or suffer to exist any Lien on or with respect to its
interest under this Lease, any Unit, any part of any Unit, the
title to any Unit or any interest in any Unit, or the subleases
or any interest in any sublease, except (i) Lessor's Liens, (ii)
the respective rights of Lessee and Lessor as provided in the
Operative Documents, (iii) Liens consisting of subleases
permitted by Section 7 hereof, (iv) Liens on and consisting of
Removable Voluntary Additions, (v) Liens for taxes either not yet
due or being contested in accordance with the provisions of
Section 16 hereof so long as such contests shall not interfere
with the payment or receipt and retention of Rent (other than
Supplemental Rent consisting of taxes being contested), (vi)

‘materialmen's, mechanics', workmen's, repairmen's, employees' or

other like Liens arising in the ordinary course of business,
which shall not be delinquent, or which shall have been bonded,
or the enforcement of which shall have been suspended (but then
only for the duration of such suspension) and (vii) Liens arising
out of judgments or awards against Lessee which shall have been
bonded or which Lessee shall be contesting in accordance with the
provisions of Section 16 hereof. Nothing in this Section 5 shall
be deemed to prohibit any Lien attaching only to the leasehold
interest of Lessee under this Lease by reason of any future
mortgage under which Lessee is the mortgagor covering all or
substantially all of Lessee's railroad properties or the
existence of any after-acquired property clause in any existing
mortgage to which Lessee is the mortgagor covering all or
substantially all of Lessee's railroad properties. Lessee will
promptly notify Lessor in writing of the existence of any Lien
not excepted above, if the same shall arise at any time, and will
promptly, at Lessee's expense, cause any such Lien to be duly
discharged, dismissed and removed or fully bonded as soon as
possible, but in any event within thirty (30) days after the
existence of the same shall have first become known to Lessee
unless Lessee shall in good faith and by appropriate legal
proceedings contest the validity thereof in any reasonable manner
which will not affect or endanger title and interest of Lessor in
the Units. Lessee shall not have any right, power, privilege or
authority to create or incur any Lien upon Lessor's interest in
the Units and notice is hereby given to all contractors,
subcontractors, laborers, materialmen and other Persons that
Lessor will not be liable for any labor, services or materials
furnished to Lessee and that no Liens for any such labor,
services or materials shall attach to or affect Lessor's interest
in the Units.

6. PROTECTION OF LESSOR'S INTERESTS.

6.1. Recording. Lessee, at its own expense, will
cause this Lease to be filed and recorded with the Interstate
Commerce Commission pursuant to 49 U.S.C. § 11303(a). Lessee
will, at its own expense, from time to time do and perform any
other act and will execute, acknowledge, deliver, file, register,
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record (and will refile, re-register, deposit and redeposit or
re-record whenever required) any and all further instruments
required by law or reasonably requested by Lessor for the purpose
of proper protection, to its satisfaction, of the interests of
Lessor in the Units, or for the purpose of carrying out the
intention of this Lease and the Purchase Agreement Assignment.

Lessee will promptly furnish to Lessor evidence of all
such filing, registering, depositing or recording, and an
opinion or opinions of counsel for Lessee with respect thereto
satisfactory to Lessor. This Lease shall be filed with the
Interstate Commerce Commission prior to the delivery and
acceptance hereunder of any Unit.

6.2. ldentification Marks. Lessee will cause each
Unit to be kept numbered with the identifying number with
respect to such Unit and will keep and maintain, plainly,
distinctly, permanently and conspicuously marked on each side of’
each Unit, in letters not less than one inch in height, the
words, "Ownership subject to a Lease filed with the Interstate
Commerce Commission”, or other appropriate words designated by

-Lessor, with appropriate changes thereof and additions thereto as

from time to time may be required by law or reasonably requested
in order to protect Lessor's title to such Unit and the rights of
Lessor under this Lease. Lessee will not place or permit any
such Unit to be placed in operation or exercise any control or
dominion over the same until such words shall have been so marked
on both sides thereof and will replace or cause to be replaced
promptly any such name and words which may be removed, defaced,
obliterated or destroyed. Lessee will not change or permit to be
changed the identifying number of any Unit unless and until (i) a
statement of new number or numbers to be substituted therefor
shall have been filed with Lessor and filed, recorded and
deposited by Lessee in all public offices where this Lease shall
have been filed, recorded and deposited and (ii) Lessee shall
have furnished Lessor an opinion of counsel to the effect that
such statement has been so filed, recorded and deposited, such
filing, recordation and deposit will protect the interests of
Lessor in such Units and no filing, recording, deposit or giving
of notice with or to any other Federal, state or local government
or agency thereof is necessary to protect the interest of Lessor
in such Units.

Except as above provided, Lessee will not allow the
name of any Person to be placed on any Unit as a designation that

‘might be interpreted as a claim of ownership; provided, however,

that Lessee may permit the Units to be lettered with the names,
trademarks, initials or other insignias customarily used by
Lessee or its affiliates on railroad equipment used by it of the
same or a similar type for convenience of identification of its
rights to use the Units under this Lease, and the Units may be
lettered in an appropriate manner for convenience of
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identification of the interest of Lessee therein.

6.3. Eg;;hgg_Aggg;gnggg. Lessee will, at Lessee's own

expense, promptly and duly execute and deliver, or cause to be
promptly and duly executed and delivered, to Lessor, such
agreements, instruments and other documents (including, without
limitation, any assurances and any conveyances, assignments,
bills of sale, financing statements and continuation statements)
as may be necessary or as Lessor may from time to time reasonably
request, in order to carry out more effectively the intent and
purpose of this Lease, to establish, protect and preserve the
rights, powers, privileges, remedies and immunities reserved or

‘created, or intended to be reserved or created, by or in favor of

Lessor hereunder to establish, protect and preserve Lessor's
title to the Units, which is free of any Liens except for Liens
permitted by Section 5 hereof, which action shall include,
without limitation, if requested by Lessor, at Lessee's own
expense, the recording or filing of counterparts hereof, or of
such other agreements, instruments and documents with respect
thereto (including financing statements and continuation
statements) in accordance with the laws of such jurisdictions as
Lessor may from time to time reasonably request.

6.4. Location of Business. Lessee agrees to give

Lessor at least 30 days' prior written notice of the date on
which it intends to locate 'in any city or State other than
Chicago, Illinois.

7. PROVISIONS RELATING TO USAGE OF THE UNITS

7.1 Uses. So long as no Event of Default or event
which with notice or lapse of time or both would constitute an
Event of Default has occurred and is continuing and Lessee shall
have fully complied with the provisions of this Section 7.1,
Lessee shall be entitled to the possession and use and quiet
enjoyment of the Units and to use the Units in the general
operation of Lessee's freight rail business on Lessee's own
system, on the lines over which Lessee has trackage rights, and
on the lines of other railroads in and outside of the United
States (provided that any use by Lessee outside of the United
States shall be restricted to Canada and Mexico) in the usual
interchange of traffic or in through or run-through service,
subject to all the terms and conditions of this Lease. Lessee
may also sublease the Units to a sublessee or user incorporated
in the United States of America for use upon lines of railroad
owned or operated by Lessee or a railroad company or companies
incorporated in the United States of America or over which Lessee
or such railroad company or companies have trackage rights or
rights for operation of their trains, and upon the lines of
connecting and other carriers in the usual interchange of traffic
in the continental United States (and Mexico and Canada), only
upon and subject to all the terms and conditions of this Lease.
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1f Lessee subleases, uses or permits the use of any Unit (other
than in normal interchange or run-through service), for
maintenance or other purposes, in Mexico or Canada, Lessee shall,
except as otherwise provided in Section 6.1 hereof, first have
(a) taken all necessary action to protect the right, title and
interest of Lessor in and to the Units to be so subleased and (b)
furnish Lessor with an opinion of Mexican or Canadian counsel, as
the case may be, satisfactory to Lessor to the effect that such
action is all that is necessary to protect the right, title and
interest of Lessor in and to such Units. No such sublease,
normal interchange or run-through service shall relieve Lessee of .
its obligations hereunder or extend beyond the Applicable Term,

‘'and the use of any Unit outside the United States by Lessee or

any sublessee or other user will qualify under Section 861(e) of
the Code thus enabling lLessor to treat all of its income.and
deductions in connection therewith as United States source in
nature.

7.2. Subject to Lease. Each sublessee, if any, of any
sublease referred to in Section 7.1 hereof shall expressly agree
that its rights in any ‘Unit under such sublease are subject and
subordinate to the rights of Lessor hereunder and that, if any
Event of Default hereunder or thereunder is continuing, Lessor
shall have the right to take possession of any such Unit free and
clear of any rights of such sublessee under such sublease, to
cause any rent payable under any such sublease to be paid
directly to Lessor or as Lessor may direct and to exercise any
rights of Lessee (as lessor) under such sublease.

8. CERTAIN COVENANTS OF LESSEE.

8.1. Maintenance and Operation. Lessee, at its own
expense, will maintain, service and repair each Unit (or cause

the same to be maintained, serviced and repaired) to the same
extent as Lessee would, in the prudent management of its
properties, maintain, service and repair comparable equipment (if
owned, leased or otherwise used by Lessee) and, in any event, to
the extent necessary to maintain such Unit in as good repair,
working order and operating condition as when delivered, ordinary
wear and tear excepted, and in compliance with applicable
industry standards (set by the Association of American Railroads
or otherwise), and in compliance with any applicable requirements
of law or of any governmental authority having jurisdiction,
regardless of which Person such requirements shall, by their
terms, be nominally imposed upon, and meeting standards

-sufficient to satisfy the Manufacturer's requirements for

warranty. Lessee will not permit any Unit to be used or operated
in violation of any law, or of any rule, regulation or order of
any governmental authority having jurisdiction, unless Lessee, or
other appropriate Person, shall be contesting the validity
thereof in good faith and by appropriate proceedings, but only so
long as such proceedings shall not involve any risk of the sale,
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forfeiture or loss of the Unit in question or any Part or
interest therein, and shall not result in, or involve any
substantial possibility of resulting in, the creation of any Lien
on or with respect to such Unit, Part or interest therein, which
is not permitted under the provisions of Section 5 hereof.

"Lessee will maintain or cause to be maintained any records, logs

and other materials required by, and will prepare and file any
reports required by, any governmental authority having
jurisdiction to be maintained or filed in respect of any Unit
regardless of which Person such requirements shall, by their
terms, be nominally imposed upon. Lessee, at its own expense,
will procure or cause to be procured and pay or cause to be paid

"for all permits, franchises, inspections and licenses necessary

or appropriate in connection with each Unit, the use or operation
thereof or any repair, restcration, replacement, renewal,
addition or improvement with respect thereto.

8.1.1. No Obligation of Lessor. Leséor shall not be

required to maintain, service or repair, or to make any repair,
restoration, replacement, renewal, addition or improvement of any
nature or description with respect to, any of the Units, or,
except to the extent specifically provided herein, to incur any
cost or expense in connection with this Lease. Lessee expressly
waives to the extent not prohibited by law any right, power,
privilege or remedy, now or hereafter conferred by statute or
otherwise, to make at the expense of Lessor, or to cause Lessor
to make, any repairs, restorations, replacements, renewals,
additions or improvements with respect to the Units.

8.2. Permitted Uses. Lessee shall at no time permit
any Unit to be used in any activity (including, without
limitation, any operation, use, maintenance or sublease) (i)
outside the United States, Canada or Mexico, (ii) in Mexico or
Canada on a basis more extensive than that contemplated under
Section 861(e) of the Code such that Lessor would not be entitled
to treat all of its income and deductions in connection therewith
as United States source in nature or (iii) by a user that would
cause the Units to be "tax-exempt use property" or "public
utility property" under Sections 168(h)(i) and 168(i)(10),
respectively, of the Code.

8.3. tu of the Units on Expirati o ease.
Within 30 days after the expiration of the Applicable Term of
this Lease, Lessee will, at Lessee's own cost and expense, return
and yield possession of the Units to Lessor unless Lessee is
continuing to lease or purchasing such Units as provided in
Section 18 or 19 hereof. At the time of its return, each Unit
shall be free and clear of all Liens and rights of others (except
Liens permitted by clauses (i) and (ii) of Section 5 hereof),
shall be in the condition and repair required to be maintained
under Section 8.1 hereof and shall be in the condition and repair
then required under, and be in compliance with, applicable
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industry standards (including, without limitation, those set by
the Association of American Railroads), laws and regulations then
in effect. Lessee will, if so requested by Lessor, and at
Lessee's own expense and risk, provide free storage (at not more
than five storage locations on Lessee's line selected by Lessee
and acceptable to Lessor) of the Units. for a number of days equal
to the Applicable Storage Period following prior written notice
to Lessor by Lessee that at least 50% of the Units have been
assembled and delivered for storage (and for each Unit not so
assembled and delivered for storage, for a number of days equal
to the Applicable Storage Period following notification to Lessor"
by Lessee that such Unit has been delivered for storage), and

‘upon at least 30 days' prior written notice transport the same,

at any time within the Applicable Storage Period, to any
connecting carrier for shipment, all as directed by Lessor and
the storage of such Units to be at the expense and risk of Lessee
(including the insurance required by Section 10 hereof during the
Applicable Storage Period); and in the event that any Unit shall
suffer an Event of Loss during the Applicable Storage Period,
Lessee shall pay Lessor the Stipulated Loss Value thereof.

During the Applicable Storage Period, Lessee will permit Lessor

.Oor any Person designated by Lessor, including the authorized

representatives of any prospective purchaser, lessee or user of
such Unit, to inspect the same at the expense of Lessor,
provided, however, that Lessee shall not be responsible for the
cost of such inspection, nor shall Lessee bear any liability for
any injury or liability incurred in the course of such inspection
so long as such injury or liability is not the result of Lessee's
negligence or wilful misconduct, and provided, further, that
Lessee shall not be required to move any Unit pursuant to this
Section 8.3 more than once at the request of Lessor. After the
expiration of the Applicable Storage Period, Lessee agrees, if
requested by Lessor, to store the Units for a reasonable duration
(to be determined by Lessee) at the expense and risk of Lessor.
The assembling and storage of the Units as hereinbefore provided -
are of the essence of this Lease, and, upon application to any
court of equity having jurisdiction in the premises, Lessor shall
be entitled to a decree against Lessee requiring specific
performance thereof. With respect to any Unit not timely
redelivered by Lessee pursuant to this Section 8.3, Lessee shall
pay to Lessor for each day from the date 30 days after expiration
of this Lease until such Unit is assembled and delivered to
storage as above provided an amount equal to 1/182 of the semi-
annual Basic Rent applicable to each Unit not so assembled and
delivered to storage. Without in any way limiting Lessee's
obligations under this Section 8.3, Lessee hereby irrevocably
authorizes Lessor, at and after any time Lessee shall be
obligated to return possession of any Unit to Lessor, to
exercise, in the name and on behalf of Lessee, any rights which
Lessee may have to demand and take possession of such Unit from
whosoever shall at the -time be in possession of such Unit, and,
in connection therewith, Lessee will supply Lessor with such
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documents as Lessor may reasonably request.

8.4. Certain Records. Lessee will permit Lessor and

its agents, accountants, independent contractors, experts and
attorneys, upon reasonable notice and at their own expense, to
examine the records of Lessee relating to the Units (including
any sublease) and to take abstracts therefrom and to discuss the
same with Lessee's officers and employees at reasonable times
during business hours and as often as may reasonably be
requested. In addition, Lessee will permit such Persons to
inspect the Units, provided that no such inspection shall
interfere in any material way with the rights of Lessee hereunder
or with the rights of any sublessee under any sublease of the
Units.

8.5. Report on Units. On or before May 1, in each
year, commencing with the calendar year 1990, Lessee will
furnish to Lessor an accurate statement setting forth as at the
preceding December 31 the amount, description and numbers of all
Units then leased hereunder, the amount, description and numbers
of all Units that have suffered an Event of Loss during the
preceding calendar year or, in the case of the first such
statement, since the date of this Lease (specifying the dates of
such an Event of Loss) or to the knowledge of Lessee are then
undergoing repairs (other than running repairs) or are then
withdrawn from use pending repairs (other than running repalrs)
and such other information regarding the condition and state of
repair of the Units as Lessor may reasonably request.

Lessee agrees at its expense to prepare and deliver to
Lessor within a reasonable time prior to the required date of
filing (or, to the extent permissible, file on behalf of Lessor)
any and all reports (other than income tax returns) to be filed
by Lessor with any Federal, state or other regulatory authority
by reason of the ownership by Lessor of the Units or the leasing
thereof to Lessee.

8.6. Liens. Lessee will notify Lessor, promptly and
in any event within 30 days after any Responsible Officer shall
have become aware of the same, of (i) any Lien (except Liens
expressly permitted under Section 5 hereof) that shall have
attached to any Unit and shall be continuing at the end of such
30-day period, (ii) the full particulars thereof and (iii) the
action, if any, taken or proposed to be taken by Lessee in
respect thereof.

8.7. Default Notice. Lessee will notify Lessor,
promptly after any Responsible Officer shall have become aware of
the same, of (i) any event or condition which constitutes an
Event of Default, or which, after the giving of notice or the
passage of time, or both, would constitute an Event of Default,
(ii) the full particulars thereof and (iii) the action, if any,
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taken or proposed to be taken by Lessee in respect thereof.

8.8 No Merder or Consclidation. Lessee will not

merge, consolidate or sell, assign or transfer all or
substantlally all of its property to any other Person unless the
surviving entity of such merger or consolidation or such
transferee shall be a Person organized under the laws of the
United States of America or a State thereof, shall assume all
the obligations and liabilities of Lessee hereunder and shall not
have a lower net worth after giving effect to such merger,
consolidation, sale, assignment or transfer, and such merger,
consolidation, sale, assignment or transfer shall not result in
"an Event of Default, provided, that it is agreed that the
transactions contemplated under the Offer to Purchase from The
Blackstone Group dated June 12, 1989 do not and will not violate
this Section 8.8. ,

9. REPLACEMENT OF PARTS: ALTERATIONS, MODIFICATIONS
AND ADDITIONS.

9.1. Replacement of Parts. Lessee, at its own

.expense, will promptly replace or cause to be replaced all parts,
instruments, appurtenances, accessories, furnishings and other
equipment of whatever nature (herein, collectively called
"Parts") which, originally or from time to time, have been
incorporated in or installed as part of any Unit and which may
from time to time become worn out, lost, stolen, destroyed,

. seized, confiscated, damaged beyond repair or permanently
rendered unfit for use for any reason whatsoever. 1In the
ordinary course of maintenance, service, repair, overhaul or
testing, Lessee may remove any Parts; provided, however, that
Lessee will forthwith replace such Parts. Each replacement Part
shall be free and clear of all Liens and rights of others (other
than any Liens permitted by Section 5 hereof) and shall be in as
good operating condition as, and shall have a value, economic
life and utility at least equal to that of, the replaced Part
(assuming that such replaced Part shall have been in the
condition in which such Part was required to be maintained by the
terms hereof).

Each Part at any time removed from any Unit shall
remain the property of (and title thereto shall remain in)
Lessor, no matter where such Part shall be located at any
particular time, until 'such time as such Part shall have been
replaced by a Part incorporated in or installed as part of such
.Unit and meeting the requirements for a replacement Part
specified in the preceding paragraph. At such time as any
replacement Part shall become incorporated in or installed as
part of such Unit as above provided, without further act or
instrument, (i) title to such replacement Part shall thereupon
vest in Lessor, (ii) such replacement Part shall become subject
to this Lease and be deemed part of such Unit for all purposes
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hereof to the same extent as the removed Part, and (iii) title to
the removed Part shall thereupon vest in Lessee or such other
Person as shall be designated by Lessee, free and clear of all
rights of Lessor. : ‘

9.2. erations Required . Lessee, at its own
expense, will make such alterations, modifications and additions
of and to any Unit (collectively called "Required Alterations")
as may be required from time to time to meet all material, valid
and applicable requirements of law or of any governmental
authority having jurisdiction (regardless of upon which Person
such requirements shall, by their terms, be nominally imposed)
other than such repairs as, in the reasonable judgement of
Lessee, are determined to be not economically feasible (provided
that in the event of such a determination Lessee shall promptly
notify Lessor thereof and if within 20 days of receipt of such
notice Lessor may opt to (i) waive the provisions of this Section
9.2 with respect to such requirement or (ii) commence making such
repair at its own expense, in either of which events no Event of
Loss with respect to such Unit shall be deemed to occur by reason
of Lessor's decision that such repairs are not economically
feasible), except where compliance therewith shall at the time be
contested in good faith by appropriate proceedings which do not
involve a risk of loss of use of the Unit in question. Title to
all Parts consisting of Required Alterations shall, without
further act or instrument, vest in Lessor.

9.3. Additions Owned by Others or Desired by Lessee.

The term "Units" as used in this Lease shall not include any
special devices or assemblies at any time attached to any Unit,
the cost or purchase price of which is not included in the
Purchase Price of the Units or the title to which is in a Person
other than Lessor (all of which are hereinafter called "Property
Owned by Others"). Lessor and Lessee recognize that such special
devices and other assemblies may be attached to the Units and may
be owned and-financed by Persons other than Lessor or Lessee.
Lessor expressly acknowledges, for the purpose of assurance of
any such Persons and for the purpose of inducing attachment of
such special devices and other assemblies to the Units, that
Lessor has no rights therein and that such Persons may, at their
own cost and expense, remove such special devices and other
assemblies from the Units. Lessee represents and warrants that
it will, at the time of termination of this Lease (i) cause all
Property Owned by Others to be removed from the Units, (ii)
repair all damage, if any, caused by such removal, and (iii)
after such removal, the value, economic life and utility of the

" Unit to which it was attached will not be diminished or impaired
from what such value, economic life and utility would have been
if such Property Owned by Others had not been attached thereto.
Lessee, at its own expense, may from time to time make such other
alterations, modifications and additions of and to any Unit
(collectively called "Yoluntary Additions") as Lessee may deem
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desirable in the proper conduct of its business; provided,
bowever, that no such Voluntary Addition shall elther (i) cause
the value, economic life, utility or condition of such Unit to be
less or worse than the value, economic life, utility and
condition thereof immediately prior to such Voluntary Addition,
or (ii) reasonably be expected to cause the value, economic life,
utility or condition of such Unit to be less or worse than the
expected value, economic life, utility and condition thereof
during or at the end of the Applicable Term, in each case
assuming that such Unit shall at that time have been in the
condition in which such Unit was required to be maintained by the
terms of this Lease. Any such Voluntary Addition that is capable
‘of being removed from such Unit without causing the value,
economic life, utility or condition of such Unit to be less or
worse than that of such Unit immediately prior to such Voluntary
Addition (assuming that such Unit shall at that time have been in
the condition in which such Unit was required to be maintained by
the terms of this Lease) and, in any event, without causing
material damage to such Unit, may be removed by Lessee prior to
the expiration of the Applicable Term and is referred to herein
as a "Removable Voluntary Addition". Lessee shall repair any
damage to any Unit which is caused by the removal of a Removable
Voluntary Addition. Any Removable Voluntary Addition shall, if
not removed as provided in this Section 9.3 upon the expiration
of the Applicable Term, become property of Lessor, but otherwise
shall be property of Lessee. Any Voluntary Addition that is not
a Removable Voluntary Addition shall become property of Lessor
upon the installation thereof on the Unit.

9.4. General. Notwithstanding the foregoing, Lessee
may not make any alterations, modifications or additions of or to
any Unit if such alteration, modification or addition would
impair the ability of Lessor to sell or lease such Unit at the
end of the Applicable Term to a Person who is not an Affiliate of
Lessee for use in such Person's trade or business.

10. INSURANCE. Lessee shall at all times while this
Lease is in effect maintain or cause to be maintained, at its own
expense, property and casualty insurance with financially sound
and reputable insurers in respect of the Units at the time
subject hereto, at least in amounts and against risks customarily
insured against by railroad companies on similar equipment owned,
leased or otherwise used by them and in amounts and against risks
customarily insured against by Lessee on similar equipment
owned, leased or otherwise used by it.

Lessee will, at all times prior to the end of the
Applicable Storage Period, at its own expense, cause to be
carried and maintained public liability insurance with
financially sound and reputable insurers in amounts and against
risks customarily insured against by Lessee in respect of
similar equipment owned, leased or otherwise used by it.
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Lessee will, and every policy or certificate of
insurance required to be maintained or furnished by Lessee under
this Section 10 shall (i) name Lessor as an additional insured,
as its interests may appear, (ii) provide for at least 30 days'
prior written notice by the insurer to Lessor in the event of any
cancellation, expiration or amendment and (iii) not provide that
Lessor shall have any liability for premiums; provided, that with
respect to the excess liability insurance maintained by Lessee
with Transportation and Railroad Assurance Company and Railroad
Association Insurance Ltd., no amendment shall be required with
respect to clauses (i), (ii) and (iii) above. Lessee shall

‘provide to Lessor such evidence of the insurance required by this

Section 10 as Lessor may reasonably request from time to time;
provided, that such request shall occur no more frequently than
on each Closing Date and once each calendar year thereafter. In
the event that Lessee shall fail to maintain insurance as herein
provided, Lessor may, at its option, maintain such insurance,
and, in such event, Lessee will reimburse Lessor upon demand for
the cost thereof as Supplemental Rent.

Lessee shall, at its own expense, make all proofs of
loss and take all other steps necessary to collect the proceeds
of any insurance. On or before the first Delivery Date, Lessee
shall furnish to Lessor a certificate of Lessee's independent
insurance broker or the insurer evidencing the maintenance of the
insurance required hereunder. If Lessor shall receive any
insurance proceeds or condemnation payments in respect of a Unit,
suffering a casualty, Lessor shall, subject to Lessee's having
made payment of the Stipulated Loss Value in respect of such
Unit, pay such insurance proceeds to Lessee. All insurance
proceeds received by Lessor in respect of any Unit not suffering
an Event of Loss shall be paid to Lessee upon proof satisfactory
to Lessor that any damage to such Unit in respect of which such
proceeds were paid has been fully repaired, provided that no
Event of Default shall have occurred and be continuing. Lessor
shall have the right to carry insurance on the Units for its own
benefit, provided that such insurance is carried at the expense
of any Person other than Lessee and shall not impair Lessee's
insurance program relating to the Units.

11. LOSS, DESTRUCTION OR DAMAGE.

11.1. Payment of Stipulated Loss Value Upon an Event
of Loss. If an Event of Loss with respect to any Unit shall

occur, Lessee will give Lessor written notice thereof within 60

days after Lessee obtains knowledge thereof and will pay the
Stipulated Loss Value for such Unit in immediately available
funds (computed as of the day such payment shall be made) to
Lessor on the Lease Payment Date immediately succeeding the date
such notice is given (together with Rent due on such date with
respect to such Unit). Upon the making of such Rent payment and
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such Stipulated Loss Value payment by Lessee in respect of any
Unit, the Rent for such Unit shall cease to accrue, the term of
this Lease as to such Unit shall terminate. Lessor hereby
appoints Lessee its agent to dispose of any Unit suffering an
Event of Loss or any component thereof, before or after the
expiration or this Lease, at the best price obtainable on an
is, where is" basis. Provided that Lessee has previously paid

the Stipulated Loss Value to Lessor and is not in default
hereunder or an event which after notice or lapse of time or both
would become a default hereunder has not occurred and is
continuing, Lessee shall be entitled to the proceeds of such sale"
to the extent they do not exceed the Stipulated Loss Value of

"as

'such Unit, and shall pay any excess to Lessor less the

reasonable expenses of Lessee in carrying out such disposition.

11.2. Application of Insurance Proceeds and Other
Payment Upon an Event of Loss. Any payments received at any

time by Lessor or Lessee from any insurance carrier providing
insurance on the Units required to be maintained by Section 10
hereof or other payment received from another Person as a result
of or with respect to periods after the occurrence of an Event
of Loss with respect to any Unit (other than payment referred to

"in Section 11.1 hereof) shall be applied as follows:

(i) all such payments received at any time by Lessee
shall be promptly paid to Lessor for application pursuant to
the following provisions of this Section 11.2; and

(ii) so much of such payments as shall not exceed the
Stipulated Loss Value of such Unit plus the Rent (if any)
with respect to such Unit applicable to the period from the
date of such Event of Loss to but not including the date on
which such Stipulated Loss Value was, or is required to be,
paid by Lessee pursuant to Section 11.1 hereof shall be
applied in reduction of Lessee's obligation to pay such
amount, if not already paid by Lessee, or if already paid by
Lessee, shall be applied to reimburse Lessee for its payment
of such amount, unless an Event of Default (or any event or
condition which, after the giving of notice or passage of
time, or both, would constitute an Event or Default) shall
have occurred and be continuing (in which event, such
payments shall be applied against Lessee's obligations under
this Lease); and

(iii) the balance of any proceeds of insurance which was
paid for by Lessee shall, unless an Event of Default (or any
event or condition which, after the giving of notice or
passage of time, or both, would constitute an Event of
Default) shall have occurred and be continuing (in which
event, such payments shall be applied against Lessee's
obligations under this Lease), be paid to Lessee, and the
balance of. any proceeds of insurance which was paid for by
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Lessor shall be paid to Lessor.

11.3. Other Payments. Any amount payable to Lessor

‘hereundér which is not otherwise applied pursuant to the

foregoing provisions of this Article 11 shall be applied by
Lessor to Lessee's obligations under this Lease.

12. GENERAL INDEMNITY FOR TAXES.

12.1. Indemnification.. (a) All payments by Lessee in
connection with the transactions contemplated by the Operative
Documents shall be free of withholdings of any nature whatsoever

(and at the time that Lessee is required to make any payment upon

which any withholding is required, Lessee shall pay an additional
amount such that the net amount actually received by the person
entitled to receive such payment will, after such withholding,
equal the full amount of the payment then due) and shall be free
of expense to Lessor and its successors and assigns (the
"Indemnities") for collection or other charges. Whether or not
any of the transactions contemplated hereby are consummated,
Lessee agrees to pay and assume liability for, and does bhereby
indemnify, protect, defend and hold harmless on an After-Tax
Basis each Indemnitee from and against any and all taxes
(including, without limitation, gross receipts, sales, use,
property, income, franchise, capital, occupational, license,
value added, excise and stamp taxes, assessments, fees
(including, without limitation, documentation, license, filing
and registration fees) and charges, together with any penalties,
fines, additions to tax or interest thereon, howsoever imposed,
whether levied or imposed upon such Indemnitee, Lessee or the
Units or any portion thereof by any authority having or asserted
to have jurisdiction to tax, upon or with respect to, the Units
or any portion thereof; the manufacture, financing,
construction, acceptance, rejection, transfer, control,
operation, condition, servicing, maintenance, repair,
abandonment, replacement, purchase, sale, ownership, delivery,
nondelivery, leasing, subleasing, insuring, possession, use,
improvement, transfer of title, return or other disposition
thereof; the rentals, receipts or earnings arising therefrom; or
the Operative Documents or any payment made pursuant thereto; the
income or other proceeds received with respect to the Units or
any portion thereof upon the disposition thereof; any contract
relating to the manufacture, construction, acquisition or
delivery of the Units, in each case as supplemented or amended;
or otherwise in connection with the transactions contemplated by
the Operative Documents (all such taxes, assessments, fees,
charges, penalties, fines, additions to tax and interest imposed
as aforesaid, whether now existing or hereafter enacted or
adopted, being hereafter called "Taxes").

(b) The indemnity in Section 12.1(a) shall not apply to
(i) Taxes based on or measured by or with respect to the net or
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gross income, receipts, capital assets or net worth of such
Indemnitee or any value added taxes by the United States or by
any state, local' or foreign Taxing Authority (other than Taxes
that are sales or use taxes or taxes in the nature of sales or
use taxes or other taxes levied in substitution for such sales or
use taxes); (ii) Taxes to the extent imposed with respect to
periods commencing after the earlier of the expiration or
termination of this Lease; (iii) any Taxes that are imposed on
any Indemnitee by a reason of a voluntary disposition of the
Units or any portion thereof in connection with a Lessor
bankruptcy or a similar proceeding involving the Lessor other
than any such proceeding that arises in connection with an Event

‘of Default; (iv) Taxes based on, or measured by, items of tax

preference or minimum taxes; (v) Taxes to the extent such Taxes
would not have been imposed on an Indemnitee if such Indemnitee
had not engaged in activities in the jurisdiction imposing such
Taxes, which activities are wholly unrelated to the transactions
contemplated by the Operative Documents; or (vi) Taxes that are
imposed on an Indemnitee as a result of such Indemnitee's willful
misconduct or negligence.

12.2. Reports and Returns. In case any report or

return is required to be made with respect to any Taxes imposed

on an Indemnitee as a result of its participation in the
transactions contemplated hereby (whether or not indemnified
hereunder but excluding any Taxes or tax reports which the
Indemnitee would be regquired to file in the absence of this
Lease), Lessee shall timely notify the Indemnitee of such
regquirement and either, at the election of Lessor, (i) timely
make and file such report or return in such manner as will show
the interests of the Indemnitee in the Units, or (ii) timely
provide all information to the Indemnitee that is necessary for
the filing of such return or report by the Indemnitee (for
purposes of this clause Lessee's obligation timely to provide

the Indemnitee with such information shall mean a sufficient
amount of time to allow a reasonable return or report preparer to
timely prepare and file such return or report). All costs and
expenses (including legal and accountants' fees) of preparing any
such return or report shall be borne by Lessee, and Lessee shall
hold each Indemnitee harmless from and against any liabilities,
obligations, losses, damages, penalties, additions to tax,
interest, claims, actions, suits, and reasonable costs arising
out of any insufficiency, failure to file, or inaccuracy with
respect to any such return or report that is subject to the
provisions of this Section 12.2. A failure of Lessee to comply
with the provisions of this Section 12.2, except a failure of
Lessee to pay any amounts required by the second sentence of this
Section 12.2, shall not constitute an Event of Default under this
Lease.

12.3. Payments and Repayments. All Taxes shall be

paid when due and payable, and all amounts payable as indemnities
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pursuant to this Section 12 shall be payable to the extent not
theretofore paid, on written demand by the appropriate Indemnitee
unless such Tax is contested in accordance with Section 12.4
hereof, in which event such Tax shall be payable at the time
provided in such Section.

12.4. Contests: Etc.

(a) t c est. If any proceeding (including
without limitation a written claim or written threat of such
proceeding) or demand for payment is commenced or made against an
Indemnitee for any Taxes, such Indemnitee shall promptly notify

‘Lessee. If Lessee is able to contest such proceeding or demand

in its own name, the Indemnitee shall agree to permit Lessee to
do so and Lessee shall do so if the Indemnitee so requests,
provided that (i) the only Taxes that are the subject of the
contest are those against which Lessee has agreed to indemnify
the Indemnitee under this Section 12 and (ii) the Indemnitee
determines in its sole discretion exercised in good faith that it

. will not be prejudiced in respect of the contest or payment of

any taxes or other amounts that are not covered by an indemnity
of Lessee.

{b) Control of Contest. If Lessee is not able to
contest such proceeding or demand in its own name or if, pursuant
to Section 12.4(a), the Indemnitee does not permit Lessee to
conduct such contest in the name of Lessee, the Indemnitee will
conduct such contest, provided that the provisions of Section
12.4(c) are satisfied, and will, in its sole discretion exercised

-in good faith, control the manner of such contest (including

determining whether to appeal any adverse determination). 1If the
Indemnitee determines pursuant to Section 12.4(a) to permit
Lessee to conduct such contest in its own name, the Indemnitee
will take such action in connection with contesting any such
proceeding or demand as Lessee shall reasonably request,
including appealing any adverse determination by a court to a
higher court, provided that (i) such higher court has
jurisdiction to consider the appeal, and (ii) the provisions of
Section 12.4(c)(ii) are satisfied.

(c) Conditions of Contest. Notwithstanding the

foregoing, no contest will be required pursuant to this Section
12 and Lessee shall be required to pay any such Taxes without
contest unless:

(i) within 30 days after notice by the Indemnitee to
Lessee of such proceeding or demand Lessee shall request
that it be contested;

(ii) prior to the Indemnitee taking any action in

connection with any contest involving a proposed adjustment
in excess of $15,000, including an appeal, Lessee (at its
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expense) shall provide the Indemnitee in a timely manner
with an opinion of tax counsel selected by Lessee and
approved by the Indemnitee, which -approval will not be
withheld unreasonably, to the effect that there

exists a reasonable basis for contesting such Taxes or
appealing a decision;

(iii) if such contest shall require payment of the
Taxes, Lessee shall pay the amount required directly to the
appropriate Taxing Authority or make an advance of the
amount thereof to such Indemnitee on an interest-free basis
and agree to indemnify such Indemnitee against any
additional net after~tax cost to such Indemnitee with
respect to such advance (taking into account any imputed
interest deductions arising from such interest-free advance
from Lessee and any tax benefit from making such payment).

(iv) Lessor and the other Indemnities shall determine
that the actions to be taken will not result in a material
risk of the sale, forfeiture or other loss of the Units or
any portion thereof, or any other property owned, held or
used by the Indemnitee; and

(v) Lessee shall indemnify the Indemnitee for, and
shall have agreed to pay on demand, all reasonable out-of-
pocket expenses that the Indemnitee may incur from time to
time as a result of participating in any proceeding
described in Section 12.4 hereof (or any appeal thereof),
including, without limitation, reasonable attorneys',
accountants' and experts' fees and disbursements, and the
amount of any interest, addition to tax or penalty imposed

- merely as a result of contesting such Taxes.

Lessee agrees to -be uncontestably bound by the results of a

final determination of any contest.pursuant to this Section 12.4.
In addition, Lessee agrees that it is incontestably obligated to
pay the Indemnitee in respect of any Taxes that the Indemnitee
actually pays unless (A) such taxes are excluded from the
Indemnity of this Section 12 or (B) the Indemnitee waives such
indemnity pursuant to Section 12.8 hereof. For purposes of this
Section 12, a final determination shall mean a final decision by
a court of competent jurisdiction unless Lessee shall have waived
rights to further appeal.

(d) End of Contest. Provided no Event of Default

- shall have occurred and be continuing, if any Indemnitee shall
obtain a refund (or would have obtained a refund but for a
counterclaim not indemnified by Lessee hereunder) of all or any
part of any Taxes, payment of or indemnity for which shall have
been made by Lessee pursuant to Section 12.4(c)(iii) hereof, such
Indemnitee shall promptly pay to Lessee an amount equal to (i)
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the amount of such refund, together with the amount of any
interest received by such Indemnitee on account of such refund,
plus (ii) an amount equal to the tax benefits realized by such
Indemnitee as the result of the payment of the amounts referred
to in the foregoing clause (i) and this clause (ii) and minus
(iii) an amount equal to any tax detriment realized by such
Indemnitee as the result of the receipt or accrual of any
interest referred to in the foregoing clause (i); pxovided,
however, that any payments of such amounts to Lessee shall not
exceed the amounts of all prior indemnity payments paid to such
Indemnitee by Lessee pursuant to this Section 12, and provided,
further, that any interest received which is payable to Lessee

‘pursuant to this Section 12.4(d) shall not be taken into account

for purposes of computing the limitation described in the
immediately preceding clause. Any subsequent loss of such refund
shall be treated as a Tax subject to full indemnification under
this Section 12. To the extent that the contest determines that
any Tax that is the subject of the contest is owing and Lessee
has not theretofore paid the indemnity set forth in Section
12.4(c)(iii), Lessee shall pay that amount not later than 10 days
after the date the decision becomes final.

12.5. ssee a Prima Oblidgor, Etc. Lessee's
obligations under the indemnities provided for in this Agreement
shall be those of a primary obligor whether or not the
Indemnitee shall also be indemnified with respect to the same
matter under the terms of any other Operative Document or any
other document or instrument, and the Person seeking
indemnification from Lessee pursuant to any provision of this
Lease may proceed directly against Lessee without first seeking
to enforce any other right of indemnification. All amounts of
indemnities payable by Lessee pursuant to this Section 12 shall
be treated as obligations of Lessee under this Lease and shall
constitute Supplemental Rent under this Lease; provided, however,
that all such amounts shall be payable directly to the 'Indemnitee
entitled thereto.

12.6. Payments on After-Tax Basis. Lessor and Lessee

agree that, with respect to any payment or indemnity required to
be made pursuant to this Section 12 hereunder, shall be made as
follows.. Any payment or indemnity that Lessee is obligated to
make to any Indemnitee pursuant to this Section 12 shall be made
on an After-Tax Basis (unless and to the extent the item with
respect to which the indemnity is made is fully and currently
deductible), which assumes that the Indemnitee is taxable at the
highest marginal statutory rate in effect for the relevant
period. Any payment the Indemnitee is obligated to make to
Lessee pursuant to this Section 12 shall include any Taxes saved
by the Indemnitee by reason of such payment.

12.7. Waiver of Indemnification. Notwithstanding
anything to the. contrary contained in this Section 12, the
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Indemnitee may at any time decline to take any action or any
further action with respect to any Taxes and may in its sole
discretion settle or compromise any such proceeding, claim or
demand for Taxes; provided, however, in that event, if Lessee
has fulfilled its obligations under Section 12.4 hereof and
Lessee has not consented to such settlement or compromise, the
Indemnitee shall waive its right to any indemnity payment by
Lessee pursuant to this Section 12 in respect of such
proceeding, claim or demand and shall promptly repay to Lessee
any Advance and any amount paid to such Indemnitee under Sections
12.3 and 12.4(c) hereof in respect of such Taxes. |

12.8. Interest. Interest at a rate per annum equal to
2% above the Prime Rate as in effect from time to time shall be
payable on any amount not paid when due under this Section 12
until such amount shall be paid.

13. INDEMNIFICATION AND EXPENSES.
13.1. e Indemnity. Whether or not any of the

transactions contemplated hereby shall be consummated, Lessee
hereby assumes liability for, and agrees to indemnify, protect,

‘"save and keep harmless Lessor and its successors, assigns, agents

and servants, and any of them (herein individually called an
"Indemnified Party") from and against, any and all liabilities,
obligations, losses, damages, penalties, claims, causes of
action, suits, demands, judgments, costs, charges, fees,
expenses and disbursements (including reasonable legal fees and
expenses), of whatsoever kind and nature (herein collectively
called "Expenses"), imposed on, asserted against or incurred or
suffered by any Indemnified Party in any way relating to or
arising out of the Operative Documents, the construction,
manufacture, installation, purchase, acceptance, non-acceptance,
rejection, ownership, .delivery, non-delivery, lease, possession,
use, occupancy, transportation, operation, insurance, condition,
return, sale, exchange or other disposition of or in respect of
the Units, or any portion thereof or interest therein, including,
without limitation, latent and other defects, whether or not
discoverable by any Indemnified Party, expenses to any
Indemnified Party resulting from the failure to make any payment
of Rent at the time or in funds required under this Lease, any
claim for patent, trademark or copyright infringement, any claim
arising under the strict liability doctrine in tort or any claim
arising from (i) injury to persons or property growing out of or
in connection with the ownership or use of the Units, or any
portion thereof or interest therein, or resulting from the
condition of any thereof, or (ii) violation or breach by Lessee
of any representation, warranty, agreement or condition contained
in this Lease or any other Operative Document or of conditions,
agreements, laws, regulations, requirements and rules affecting
or relating to the Units, or any portion thereof or interest
therein; provided, however, that Lessee shall not be required to

-33-



o

indemnify any Indemnified Party against (A) any Expenses incurred
by any Indemnified Party attributable to (i) its willful
misconduct or (ii) its negligence, (B) Expenses described in
Section 12 hereof (except to the extent that indemnification is
provided for in said Section 12), (C) in the case of Lessor,
Expenses described in the Indemnification Agreement (except to
the extent otherwise provided in the Indemnification Agreement),
(D) except as otherwise specifically provided in this Lease, or
unless an Event of Default shall have occurred and be continuing
under this Lease, the Purchase Price of the Units and Expenses
relating to or arising out of the disposition of any Unit by
Lessor after possession of such Unit shall have been surrendered

"to Lessor at the end of the Applicable Term, except for Expenses

otherwise fairly attributable to any failure by Lessee fully to
perform and observe any of its covenants, agreements or
obligations hereunder, and (E) except as otherwise specifically
provided for in this Lease, Expenses for any period after the
surrender of a Unit to Lessor at the end of the Applicable Term,
except for Expenses otherwise fairly attributable to any failure
by Lessee fully to perform and observe any of its covenants,
agreements or obligations hereunder. 1If Lessee shall have
knowledge of any Expense hereby indemnified against, it will give
prompt written notice thereof to each concerned Indemnified
Party.

13.2. ndemnity for Certain Specific Co
Expenses. Without in any way limiting the provisions of Sections
12 or 13.1 hereof, Lessee will pay, or cause to be paid all costs
and expenses (including legal fees) incurred by Lessor in
connection with (x) the preparation of, and the entering into,
giving or withholding of, any certificate, amendment,
supplement, waiver or consent with respect to the Operative
Documents, whether or not any of the transactions contemplated
thereby shall be consummated, and (y) any Event of Loss and Event
of Default (or any event or condition which, after the giving of
notice or the passage of time, or both, would constitute an Event
of Default).

13.3. Payments and Other Provisions. All amounts
payable by Lessee pursuant to this Section 13 shall be payable

directly to, or for the benefit of, the Indemnified Party.
Lessee shall be obligated under this Section 13 as primary
obligor whether or not any Indemnified Party shall also be
indemnified with respect to the same matter under any other
agreement by any other Person. Any Indemnified Party seeking to
enforce the indemnification may proceed directly against Lessee
under this Section 13 without first resorting to any such other
rights of indemnification. If any action, suit or proceeding
shall be brought against any Indemnified Party in connection with
any claim indemnified against under Section 13.1 hereof, Lessee
may (and, upon such Indemnified Party's request, will), at
Lessee's own expense, resist and defend such action, suit or
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proceeding, or cause the same to be resisted or defended by
counsel selected by Lessee and reasonably approved by such
Indemnified Party, and, in the event of any failure by Lessee to
do so, Lessee will pay all costs and expenses (including, without
limitation, legal fees and expenses) incurred by such Indemnified
Party in connection with such action, suit or proceeding;
provided, however, that if for any reason any Indemnified Party
reasonably concludes after notice to Lessee that the defense
being provided by Lessee is not satisfactory, such Indemnified
Party shall have the right to designate counsel reasonably
satisfactory to Lessee to replace such counsel selected by Lessee
and to control such action, suit or proceeding at Lessee's
expense. In the event that Lessee shall be required to make any
payment under this Section 13, the amount payable shall be paid
on an After-tax Basis. Upon the payment in full of any
indemnities under this Section 13 by Lessee, and provided that no
Event of Default (or any event or condition which, after the
giving of notice or the passage of time, or both, would
constitute an Event of Default) shall have occurred and be
continuing, Lessee shall be subrogated to any right of such
Indemnified Party in respect of the matter against which
.indemnity shall have been given. Any payment received by any
Indemnified Party from any Person (except Lessee) as a result of
any matter with respect to which such Indemnified Party is
indemnified by Lessee under this Section 13 shall be paid over to
Lessee to the extent necessary to reimburse Lessee for
indemnification payments previously made unless an Event of
Default (or event which with notice or lapse of time or both
would constitute an Event of Default) has occurred and is
continuing (in which event such amount shall be applied against
Lessee's obligations under this Lease).

13.4. Survival. The indemnities contained in this
Section 13 shall survive the termination or expiration of this
Lease with respect to all events, facts, conditions or other
circumstances occurring or existing prior to such termination or
expiration, and, without limiting the generality of Section 20.5
hereof, said indemnities are made expressly for the benefit of,
and shall be enforceable by, any Indemnified Party.

14. EVENTS OF DEFAULT. Each of the following events
or conditions shall constitute an Event of Default (whether or
not any such event or condition shall. be voluntary or
involuntary, or come about or be effected by operation of law or
pursuant to or in compliance with any judgment, decree or order
.of any court or any order, rule or regulation of any governmental
authority):

14.1. Lessee shall fail to make any payment of Basic

Rent or Stipulated Loss Value when due and such failure shall
continue for seven Business Days; or
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14.2. Lessee shall fail to make any payment of
Supplemental Rent (excluding any payment of Stipulated Loss
Value) when due and such failure shall continue for 30 days after
notice from Lessor; or

14.3. Lessee shall fail to make any payment required
to be made by it pursuant to the Indemnification Agreement when
due and such failure shall continue for 30 days after notice of
such failure from Lessor; or

14.4. Lessee shall fail to maintain the insurance
required to be maintained under Section 10 hereof and such
"failure shall be continuing for 20 days after Lessee shall have
actual knowledge of such failure or shall have been notified
thereof by Lessor, or Lessee shall fail to perform or observe any
of the conditions or agreements in Section 5 to be performed or
observed by Lessee and such failure shall be continuing for 30
days after Lessee shall have actual knowledge of such failure or
shall have been notified thereof by Lessor; or

14.5. Lessee shall fail to perform or observe any
other covenant, condition or agreement to be performed or
observed by it hereunder or under any of the other Operative
Documents and such failure shall continue unremedied by Lessee
for 30 days (or such further time as may be reasonably required
to cure such default, provided such default is susceptible to
cure within a reasonable time and Lessee is acting with
reasonable diligence to cure such default as promptly as
practicable) after notice from Lessor to Lessee demanding the
same to be remedied; or

14:6. Any representation or warranty made by Lessee
herein or in any other Operative Document or in any instrument,
certificate or other document furnished Lessor in connection
herewith or therewith, or pursuant hereto or thereto, shall have
been incorrect or misleading in any material respect when made
and, if remediable, not cured reasonably promptly after the
earlier of receipt by Lessee of actual knowledge or notice
thereof; or

14.7. Lessee shall (i) apply for or consent to the
appointment of, or the taking of possession by, a receiver,
custodian, trustee or liquidator of itself or of all or a
substantial part of its property, (ii) be generally unable to pay
its debts as such debts become due, (iii) make a general
‘assignment for the benefit of its creditors, (iv) commence a
voluntary case under the Federal Bankruptcy Code (as now or
hereafter in effect), (v) file a petition seeking to take
advantage of any other law providing for the relief of debtors,
(vi) fail to controvert in a timely or appropriate manner, or
acquiesce in writing to, any petition filed against it in an
involuntary case under such Bankruptcy Code or (vii) take any

=36~



o=

@

)

@®-=

corporate action for the purpose of effecting any of the
foregoing; or .

14.8. A proceeding or case shall be commenced, without
the application or consent of Lessee, in any court of competent
jurisdiction, seeking (i) the liquidation, reorganization,
dissolution, winding up, or composition or readjustment of debts
of Lessee, (ii) the appointment of a trustee, receiver,
custodian, liquidator or the like of Lessee or of all or any
substantial part of its assets or (iii) similar relief in respect
of Lessee under any law providing for the relief of debtors, and
such proceeding or case shall continue undismissed, or unstayed
and in effect for a period of 60 days; or an order for relief
against Lessee shall be entered in an involuntary case under such
Bankruptcy Code.

15. REMEDIES AFTER DEFAULT.

: 15.1. Remedies. Upon the occurrence of any Event of
Default and at any time thereafter so long as the same shall be
continuing, Lessor, at Lessor's option, may declare this Lease to
be in default, and at any time after such declaration, so long as
all outstanding Events of Default shall not have been cured,
Lessor, at Lessor's option, may exercise any one or more of the
following rights, powers, privileges or remedies as Lessor in
Lessor's sole discretion shall elect (or if any Event of Default
described in Section 14.7 or 14.8 hereof shall occur, this Lease
shall automatically be deemed declared in default and Lessor need
not make any such declaration to exercise any such rights,
powers, privileges or remedies as Lessor shall elect), and to the
extent not prohibited by, and subject to compliance with any
mandatory requirements of, applicable law then in effect:

15.1.1. By notice in writing to Lessee terminate
all rights of Lessee to the use and possession of the
Units or, any part thereof under this Lease, including
Lessee's rights under Sections 18 and 19 hereof (but
Lessee shall remain liable for its obligations
contained in this Lease).and Lessor, at Lessor's option
may (and Lessor is hereby granted, or Lessee will cause
to be granted to Lessor, an express right to) take
immediate possession of the Units and remove all or any
portion of the Units by summary proceedings or
otherwise, all without incurring any liability to
Lessee (or to any Person claiming by, through or under
Lessee), for or by reason of such entry or taking of
possession whether for the restoration of damage to
property caused by such entry or taking of possession
or otherwise (any and all such liability being waived,
to the extent that Lessee may effectively do s0);

15.1.2. By notice in writing to Lessee require
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Lessee to return possession of the Units promptly to
Lessor in the manner and condition required by, and
otherwise in accordance with, the provisions of

Section 8.3 hereof, as if possession of the Units were
being returned at the end of the Applicable Term
(except that Lessor may reasonably designate the

return location on Lessee's line which shall be a place
where Units are then being sold or leased in reasonable
commercial quantities) and upon the further demand of
Lessor require Lessee to transport the Units to a
connecting carrier for shipment in accordance with the
provisions of Section 8.3 hereof;

15.1.3. Hold, keep idle or lease (but in the
event of a lease, upon not less than 20 days' prior
written notice by Lessor to Lessee) to others the Units
or any portion thereof, as Lessor in Lessor's sole
discretion may determine, free and clear of any rights
of Lessee (or any Person claiming by, through or under
Lessee) and without any duty to account to Lessee with
respect to such action or inaction or for any proceeds
with respect thereto, except Lessee's obligation to pay
Basic Rent for the period commencing after Lessee shall
have been deprived of possession pursuant to Section
15.1.2 hereof shall be reduced by the net proceeds, if
any, received by Lessor from leasing the Units or any
portion thereof, to any Person other than Lessee for
such period or any portion thereof;

15.1.4. Exercise any other right, power,
privilege or remedy which may be available to Lessor
under applicable law, including rights under the
Uniform Commercial Code (including the right to sell
the Units) or proceed by appropriate court action to
enforce the terms hereof or to recover damages for the
breach hereof or to rescind this Lease.

15.2. Damages. After Lessor has declared this Lease
to be in default as provided in Section 15.1 hereof (or after an
Event of Default described in Section 14.7 or 14.8 has occurred)
and so long as all outstanding Events of Default shall not have
been cured, Lessor, by notice to Lessee specifying a payment date
which shall be not earlier than ten days after the date of such
notice, may require Lessee to pay to Lessor on the payment date
specified in such notice, as liquidated damages for loss of the

‘benefit of the bargain, and not as a penalty (in lieu of Basic

Rent due for periods after the payment date specified in such
notice) any unpaid Basic Rent and Supplemental Rent due for
periods up to and including the payment date specified in such
notice plus an amount equal to the excess, if any, of the
Stipulated Loss Value of the Units as of the payment date
specified in such notice over the Fair Market Sales Value of the
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Units as of the payment date specified in such notice (together
with interest on such amounts at the Default Rate from such

" payment date to the date of actual payment); provided, however,

if Lessor shall sell the Units, the Fair Market Sales Value of
the Units sold shall conclusively be deemed to be the net
proceeds, after expenses, realized upon such sale. If the Units
are not returned as required hereby the Fair Market Sales Value
of the Units not so returned shall be deemed to be zero.

15.3. Other Amounts Payable. Lessee shall be liable,

except as otherwise provided above, for any and all unpaid Rent
due hereunder before or during the exercise of any of the rights,
powers, privileges or remedies provided for hereunder and for. all
reasonable legal fees and other reasonable costs and expenses
incurred by Lessor by reason of the occurrence of any Event of
Default or the exercise of any of Lessor's rights, powers,
privileges -or remedies with respect thereto, including the cost
of any leasing of the Units pursuant to Section 15.1.3 hereof to
the extent in excess of the rental therefrom, the cost of any
sale made pursuant to the provisions of Section 15.1.4 hereof,
and all costs and expenses incurred in connection with the
surrender of the Units in accordance with Section 15.1.2 hereof

‘or the placing of the Units in the condition required hereby,

together, in.each case, with interest thereon at the Default
Rate. _

15.4. Application of Proceeds. The proceeds of any
sale made pursuant to the provisions of Section 15.1.4 hereunder
shall be applied as follows:

{ FIRST, to the payment of any legal fees, costs and
expenses provided for in Section 15.3 hereof;

SECOND, any .proceeds then remaining shall be applied to
the payment of any unpaid Basic Rent and Supplemental Rent
due for periods up to and including the Lease Payment Date
next succeeding the date of such sale, plus an amount equal
to any unpaid portion of the Stipulated Loss Value of the
Units as of such Lease Payment Date (together with interest .
on such amounts at the Default Rate from such Lease Payment
Date to the date of actual payment);

THIRD, any proceeds then remaining shall be applied to
the payment of any other unpaid obligations of Lessee
hereunder including, without limitation, any unpaid
Supplemental Rent;

FOURTH, any proceeds then remaining shall be applied to
the payment of damages provided for in Section 15.2 hereof;
and

FIFTH, any proceeds then remaining shall be paid to
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Lessor.

15.5. Miscellaneous. The following additional
provisions shall apply upon the exercise of remedies after
an Event of Default:

15.5.1. Determination of Value. Unless a sale

by Lessor has previously occurred pursuant to the
provisions of Section 15.1.4 hereof, in which case the
net proceeds of such sale shall be conclusively deemed
to be the Fair Market Sales Value, for the purposes of
Section 15.2 hereof, the Fair Market Sales Value of
"the Units shall be determined by mutual written
agreement of Lessor and Lessee or, upon request by
Lessor at any time prior to such mutual agreement, by
the Appraisal Procedure, the costs of which shall be
borne by Lessee.

15.5.2. Purchase at Sale. Subject to the
provisions of any applicable law, at any sale pursuant
to this Section 15, Lessor or any affiliate or
subsidiary of Lessor may bid for and purchase any or
all of the Units.

15.5.3. No Waiver. No express waiver nor,
without limiting the generality of Section 20.2
hereof, any implied waiver, by Lessor of any Event of
Default shall in any way be, or be construed to be, a
waiver of any other Event of Default. The failure of
Lessor to insist upon the strict performance of any
provision, or to exercise any right, power, privilege
or. remedy contained or referred to in this Lease,
shall not be construed as a waiver or a relinguishment
thereof for the future. Receipt by Lessor of any Rent
payable hereunder with knowledge of the breach of any
provision contained in this Lease shall not constitute
a waiver of such breach.

15.5.4. Remedies Cumulative. No right, power,
privilege or remedy herein conferred upon or reserved

to Lessor or otherwise referred to is intended to be
exclusive of any other right, power, privilege or
remedy, and every right, power, privilege and remedy
shall be cumulative and concurrent and in addition to
any other legal or equitable right, power, privilege
and remedy conferred or reserved hereunder or now or
hereafter existing in law or in equity, and the
exercise or beginning of exercise by Lessor of .any one
or more of such rights, powers, privileges or remedies
-shall not preclude the simultaneous or later exercise
by Lessor of any or all of such other rights, powers,
privileges or remedies. To the extent that it may
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effectively do so, Lessee hereby waives and releases
any rights, powers, privileges, immunities or remedies
now or. hereafter conferred by statute or otherwise
which may require Lessor to sell, lease or otherwise
use the Units in mitigation of Lessor's damages as set
forth in this Section 15, or which may otherwise limit
or modify any of Lessor's rights, powers, privileges or
remedies under this Section 15, or delay or hinder the
exercise thereof by Lessor.

15.5.5. njunctive Relief. Lessor shall be
entitled to injunctive relief in case of the
violation, or attempted or threatened violation, of
any provision of this Lease, and to a decree compelling
observance or specific performance of each provision of
this Lease, and to any other legal or equitable remedy.

16. PERMITTED CONTESTS. If no Event of Default (or
other event or condition which, after the giving of notice or the
passage of time, or both, would constitute an Event of Default)
shall have occurred and be continuing, Lessee need not pay,

.discharge or remove any tax, charge, levy, assessment or Lien or

any other imposition on or against the Units or any portion
thereof or interest therein, so long as Lessee, or other
appropriate Person, shall be contesting the existence, amount or
validity thereof in good faith by appropriate legal or
administrative proceedings timely instituted and diligently
prosecuted which shall operate to prevent the collection or
satisfaction of the tax, charge, levy, assessment, Lien or other
imposition so contested, and the sale or forfeiture of the Unit
or Units in question, or any part thereof or interest therein, to
satisfy the same or otherwise resulting from such noncompliance,
and which shall not, in the judgment of Lessor, materially affect
the interests or rights, powers, privileges, remedies or
immunities of Lessor; provided, however, that Lessee shall have
given such security as may be required in said proceedings and
such reasonable security as may be demanded by Lessor to ensure
such payment and to prevent any sale or forfeiture of any Unit or
Units, or any part thereof or interest therein, by reason of such
nonpayment; and provided, further, that Lessor would not be in
any danger of criminal liability, material civil liability or
other liability or obligation for which no indemnification is
provided hereunder, by reason of such nonpayment or
noncompliance. Lessor will, at the request and expense of
Lessee, cooperate with Lessee in any such proceedings. Without
limiting the generality of Section 13 hereof, Lessee hereby
assumes liability for, and agrees to hold Lessor harmless
against, any costs and expenses that it may incur related to any
such contest, and Lessee hereby agrees to pay promptly any final
judgment enforcing any such tax, charge, levy, assessment, Lien
or imposition, and cause the satisfaction of record of the same.
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17. NOTICES. All notices required or permitted under
the terms and provisions hereof shall be in writing, and any such
notice shall, except to the extent otherwise provided in
Section 21, be deemed to have been duly given when delivered
personally or otherwise actually received or five Business Days
after being deposited in the United States mail, with proper
postage for certified mail (return receipt requested), prepaid,
addressed as set forth below or at such other address as either
party hereto shall notify to the other party hereto:

If to Lessee:

CHICAGO AND NORTH WESTERN
TRANSPORTATION COMPANY

165 North Canal Street

Chicago, Illinois 60606

Attention: Vice President - Finance

If to Lessor:

CHASE MANHATTAN SERVICE CORPORATION

South 61 Paramus Road

Paramus, New Jersey 07652

Attention: Vice President-Operations-CLSG

18. RENEWAL OPTIONS. Provided that no Event of
Default (or any event or condition which, after the giving of
notice or passage of time, or both, would constitute an Event of
Default) shall have occurred and be continuing, Lessee shall to
the extent then permitted by applicable law, have the following
renewal options:

18.1. Exercise.

A. At the end of the Basic Term for each Unit, Lessee
shall have the right to reappraise the total useful life of
such Unit. Lessee will have the option to extend this Lease
for all Units or groups of not less than five Units for a
period of not less than one year but not more than the
number of years which, when added to the Interim Term and
the Basic Term for each such Unit will not exceed 80Y% of the
estimated useful life of such Unit under such reappraisal;
provided that such reappraisal confirms that at the end of
such Renewal Term the Fair Market Sales Value of such Unit
can be expected to be at least 20% of the Purchase Price of
such Unit without regard to inflation or deflation after the
Closing Date for such Unit. During the Renewal Term, the
rental shall be 50% of the average semi-annual Basic Rent
for such Unit during the Basic Term therefor.

B. In addition, at the end of the Basic Term or the
Renewal Term described in Section 18.1.A, Lessee may renew

-42-



."

this Lease with respect to all Units or groups of not less
than five Units for a rental payment equal to their then
Fair Market Rental Value for up to four consecutive two-year
periods.

C. Each Renewal Term shall commence immediately upon
the expiration of the Basic Term or the immediately
preceding Renewal Term, as the case may be. Lessee shall
give Lessor written notice of any such election ‘at least 180
days prior to the commencement of the proposed Renewal Term.

18.2. ination o e. For purposes of this

"Section 18, the Fair Market Sales Value and the Fair Market

Rental Value of the Units shall be determined by mutual written
agreement of Lessor or Lessee, or upon the request of either
Lessor or Lessee at any time prior to such mutual agreement by
the Appraisal Procedure, the costs of which shall be borne
equally by Lessor and Lessee.

19. PURCHASE OPTIONS.

19.1 Lessee's Right to Purchase at End of Term. As to

those Units settlement for which was made on the same Closing
Date, Lessee shall have the right to purchase such Units subject
to this Lease at the end of the Applicable Term for each such
Unit, such right to be exercised by Lessee giving notice to
Lessor, prior to 180 days before expiration of the Applicable
Term for each such Unit, that Lessee wishes to purchase such
Units. If Lessee wishes to purchase the Units, the purchase
price of each Unit shall be equal to the lesser of (i) the Fair
Market Sales Value thereof or (ii) the Purchase Percentage of the
Purchase Price of such Unit.

Lessee may purchase all Units or groups of not less
than five Units at the end of any Renewal Period for each such
Unit for its then Fair Market Sales Value.

In addition, Lessee may purchase all Units or groups of
not less than five Units on the fifteenth anniversary of the
Basic Term Commencement Date for a fixed purchase price amount of
65% of the Purchase Price for such Units.

Any purchase of Units made by Lessee pursuant to the
foregoing provisions of this Section 19.1 shall occur only if no
Event of Default or event which with notice or lapse of time or

.both would constitute an Event of Default shall have occurred and

be continuing.

19.2. Transfer o iitlé to LLessee. In the event that,

by reason of this Section 19, Lessee purchases any Unit, Lessor
shall, upon receipt of the purchase price therefor, give to
Lessee, a bill of sale conveying to Lessee such title to such
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Unit as was conveyed to Lessor and all of Lessor's right, title
and interest (including warranties, if any) in and to such Unit
free and clear of any Lessor's Liens and warranting as to such
title and that there are no such Lessor's Liens but otherwise
without representation or warranty of any type whatsoever. At
Lessee's request, Lessor will deliver a legal opinion as to the
due execution, delivery and validity and binding effect of such
bill of sale.

19.3. atio £ e. For purposes of this
Section 19, the Fair Market Sales Value of any Unit shall be
determined by mutual written agreement of Lessor or Lessee, or

‘upon the request of either Lessor or Lessee at any time prior to

such mutual agreement by the Appraisal Procedure, the costs of
which shall be borne by Lessor.

20. MISCELLANEOUS.

20.1. Severability. Any provision of this Lease which
shall be prohibited or unenforceable in any jurisdiction shall,
as to such jurisdiction, be ineffective to the extent of such
prohibition or unenforceability without invalidating the
remaining provisions hereof, and any such prohibition or
unenforceability in any jurisdiction shall not invalidate or
render unenforceable such provision in any other jurisdiction.

To the extent that Lessee may effectively do so, Lessee hereby
waives any provision of law which shall render any provision
hereof prohibited or unenforceable in any respect.

20.2. HWritten Changes Only. No term or provision of

this Lease may be changed, waived, discharged or terminated
orally, but o6nly by an instrument in writing signed by the party
against whom the enforcement of the change, waiver, discharge or

- termination shall be sought.

20.3. Nature of This Lease. This Lease shall
constitute an agreement of lease, and except as otherwise
provided in Section 19 hereof, nothing herein shall be construed
as conveying to Lessee any title to or ownership of the Units,
the rights and interest of Lessee hereunder with respect to and
in the Units being those of a lessee only.

20.4. Payments. All computations of interest and
amounts equivalent to interest under this Lease shall be made on
the basis of actual days elapsed and a year of 365 or 366 days,
as the case may be. All payments of Rent, and all other payments
to be made in respect hereof, shall be made in immediately
available funds prior to noon on the due date at the place of
payment. Notwithstanding any provision hereof to the contrary,
any payment of Rent due on a day which is not a Business Day
shall be made on the next succeeding Business Day.
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20.5. uccessors a s;: Assignment e
This Lease shall be assignable in whole or in part by Lessor
without the consent of Lessee. Lessee shall be under no
obligation to any assignee of Lessor except upon written notice
of such assignment from Lessor.

Except for subleases permitted hereby, Lessee may not
assign (except as permitted by Section 8.8 hereof) any of its
rights hereunder. Lessee may not assign or delegate any of its
obligations hereunder.

Lessor may at any time sell, assign or transfer, grant
participations in, or otherwise dispose of, all or any portion of
its rights, benefits, title and interest in or to this Lease to
any other financial institution or institutions, provided, that
any assignment by Lessor of its rights hereunder shall be to an
institutional investor with a net worth of at least $25,000,000
and shall involve its rights with respect to at least ten (10)
Units.

This Lease shall be binding upon, and shall inure to

the benefit of and be enforceable by, Lessee and Lessor and their

respective successors and assigns permitted hereunder (whether or
not such successors and assigns shall be expressly referred to in
any provisions hereof).

20.6 Headinas. The captions and headings in this
Lease are for convenience of reference only, and shall not define
or limit any of the terms or provisions hereof or affect the
construction or interpretation thereof.

20.7. Governing Law. THE TERMS OF THIS LEASE AND ALL
RIGHTS AND OBLIGATIONS HEREUNDER SHALL BE GOVERNED BY THE LAWS OF
THE STATE OF NEW YORK; provided, however, that the parties shall -
be entitled to any additional rights arising out of the filing,
recording or deposit hereof, if any, and of any assignment hereof
as shall be conferred by the laws of the several jurisdictions in
which this Lease or any assignment or notice hereof shall be
filed, recorded or deposited.

20.8. No Merger. There shall be no merger of this
Lease or of the leasehold interest thereby created with the title
to the Units or any portions thereof or interest therein by
reason of the fact that the same Person may acquire or hold
directly or indirectly this Lease or the leasehold interest
created hereby or any interest in this Lease or in any such
leasehold interest as well as the title to the Units.

20.9. Execution. This Lease may be executed in

several counterparts, such counterparts together constituting but
one and the same instrument.
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20.10. Right to Perform. If Lessee shall fail to
comply with any of its covenants herein contained, Lessor may,
but shall not be obligated to, make advances to perform the same
and to take all such action as may be necessary to obtain such
performance. Any payment so made by Lessor and all costs and
expenses (including, without limitation, reasonable attorneys'
fees and expenses) incurred in connection therewith shall be
payable by Lessee to Lessor upon demand as Supplemental Rent
hereunder, with interest at the Default Rate. No such
performance or compliance by Lessor shall be deemed a waiver of
the rights and remedies of Lessor or any assignee of Lessor

"against Lessee hereunder or be deemed to cure the default of

Lessee hereunder.

IN WITNESS WHEREOF, the parties hereto have caused this
Lease to be duly executed by their respective duly authorized
officers as of the day and year first above written.

CHASE MANHATTAN SERVICE CORPORATION

CHICAGO AND NORTH WESTERN
TRANSPORTATION COMPANY

Ly ol S Ut

Title: BRESIDENT~FINANCE
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STATE OF ILLINOIS )
‘ SS

COUNTY OF C O O K

On this 13th day of July, 1989, before me personally
appeared John E. Voldseth, to me personally known who signed
the foregoing instrument on this day and, being by me duly
sworn, says that he is a Vice President of CHICAGO AND NORTH
WESTERN TRANSPORTATION COMPANY, that said instrument was
signed on behalf of said corporation by authority of its Board
of Directors and he acknowledged that the execution of the
foregoing instrument was the free act and deed of said

&

“L”\‘

23
LT L

corporation. ‘ e
’ £
5%
L ;‘ 5,; ;ﬁg
“NA ¥
Notary Public AR
szfi;_fx ? », E
[Notarial Seal]
My Commission expires: My Commission Expires Mar.3,1998
STATE OF ILLINOIS )
~ ) SS
COUNTY OF C 0 O K )

On this 13th, day of July, 1989, before me personally
appeared §? oA Ry '24 QQ@ e 9_/, to me personally known who
signed theCforegoing instrument/jon this day and, being by me
duly sworn, says thatshe is a (Jtao Py jLijﬂjgdLj<¥
of CHASE MANHATTAN SERVICE CORPORATION, that said instrument
was signed on behalf of said corporation by authority of its
Board of Directors andShe acknowledged that the execution of
the foregoing instrument was the free act and deed of said
corporation.

iélaxil4\, {?&
2

Notary Public

[Notarial Seal]

My Commission expires: NMyCommissionExpiresifer.3,1950

. ®

AT B2 1)



Schedule 1

SIC LEAS GES
Basic Rent:
Number of Basic Lease
ic m_Payment Dates Payments Percentage
July 2, 1990 -- January 2, 1999 (18) 4.89371435

July 2, 1999 -- January 2, 2008 (18) 5.98120643



STIPULATED LOSS VALUES

Lease Payment

Date

July 2,
January
July 2,
January
July 2,
January
July 2,
January
July 2,
January
July 2,
January
July 2,
January
July 2,
January
July 2,
January
July 2,
January
July 2,
January
July 2,
January
July 2,
January
July 2,
January
July 2,
January
July 2,
January
July 2,
January
July 2,
January

1990
2, 1991
1991

2, 1992

1992
2, 1993
1993
2, 1994
1994
2, 1995
1995
2, 1996
1996
2, 1997
1997
2, 1998
1998
2, 1999
1999
2, 2000
2000
2, 2001
2001
2, 2002
2002
2, 2003
2003
2, 2004
2004
2, 2005
2005
2, 2006
2006
2, 2007
2007
2, 2008

%

106
107
107
107
107
107
106
106
105
104
103
102
101

99.
98.
96.
95.
Q3.
90.
88.
85.
82.
78.
75.
72.
68.
65.
61.
57.
53.
49.
45.
41.
36.
31.
27.

ipulate o

94470496
39950890
61468209

62287178

44759057
11436014
63685883
03562167
30845687
45184380
46058939
33087570
07266040
71762253
27621284
78598343
23912919
64336527
90739689
08124753
15176294
12726812
99271683
75616298
40231699
93898588
35062477
64477664
80562358
84042622
73307468
49052763
09636295
55721641
85633195
00000005

As a percentage of Purchase Price for each Unit.

Schedule 2
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Schedule 3

30 New General Electric Model Dash 8-40C 4000 HP Diesel
Electric Locomotives with the following respective Road Numbers:.

Lessee's Road Number

CNW
CNW
CNW
CNW
CNW
CNW
CNW
CNW
CNW
CNwW
CNW
CNW
CNW
CNwW
CNW
CNW
CNW
CNW
CNW
CNW
CNW
CNW
CNW
CNW
CNW
CNwW
CNW
CNW
CNW

CNW .

8501
8502
8503
8504
8505
8506
8507
8508
8509
8510
8511
8512
8513
8514
8515
8516
8517
8518
8519
8520
8521
8522
8523
8524
8525
8526
8527
8528
8529
8530
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EXHIBIT A
CERTIFICATE OF ACCEPTANCE

I, . ’ , as

(Name) (Title)
the duly authorized representative of Chicago and North Western
Transportation Company, do hereby certify that I have inspected

‘and accepted delivery of the following units on behalf of Chase

Manhattan Service Corporation:

TYPE OF EQUIPMENT:

DATE ACCEPTED:

NUMBER OF UNITS:

IDENTIFYING NUMBERS (LESSEE'S ROAD NUMBERS):

I do further certify that the foregoing Units are in good
order and condition and appear to conform to the specifications,
requirements and standards applicable thereto as provided in
Section 2 of the Lease dated as of July 14, 1989 between Chicago
and North Western Transportation Company, as Lessee, and Chase
Manhattan Service Corporation, as Lessor (the "Lease").

I do further certify that each of the foregoing Units has
been marked in the manner required by Section 6.2 of the Lease.

The execution of this Certificate will in no way relieve
or decrease the responsibility of the Manufacturer named below for
any warranties it has made with respect to the Units.

Authorized Representative
Chicago and North Western
Transportation Company

Date:

‘Manufacturer: General Electric Company



.

Countersigned in order to identify this Certificate of
Acceptance as a Certificate of Acceptance pursuant to the
above-identified Lease:

CHASE MANHATTAN SERVICE CORPORATION

By
Authorized Representative
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EXHIBIT B

ASSUMPTIONS

It is assumed that the Units were funded in accordance with the
following.

1.
2.

The Owner is an accrual tax payer on a calendar year basis.
All tax assumptions per Indemnification Agreement assumptions.

Closing Date and Asset Cost on Units Expected to Be
Purchased:

August 25, 1989 - $39,960,000

Basic Rent: As set forth in Lease as originally executed.



